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Presidente de la Nacion 


Celebro que “ The Economist,” que goza de tan alto prestigio ante la 
opinién publica britanica, haya tenido la oportuna iniciativa de dedicar este 
numero especial a la Republica Argentina. 


Conocemos bien a Inglaterra y apreciamos todo el valor de las cordiales 
relaciones que nos han vinculado tradicionalmente; deseamos que todo el 
pueblo inglés tenga una idea cabal de nuestra verdadera realidad como 
nacién y que se aclare ese concepto demasiado generalizado que se tiene de 
nosotros, como de un pais distante, gran productor de articulos de primera 
necesidad que Inglaterra consume y aprecia por su calidad noble. 


Rendimos tributo de admiracién a las virtudes de la nacién britanica, al 
espiritu de empresa de sus hijos, a su amor por el progreso, a su afan 
civilizador, a la afirmacién constante de su grandeza, y junto con las 
ensefianzas de otros pueblos, hemos recogido su sabia lecciédn de pafs viejo 
y experimentado. 


Nuestro pafs, que de una manera lenta pero segura ha ido adquiriendo 
conciencia de su fuerza y de su situacién econémica y moral en el mundo 
—lo digo sin jactancia patridtica—aspira hoy a que ello sea conocido y 
reconocido por las naciones amigas. 

Desde esa posicién seguiremos las ensefianzas a que aludi, que practicdé 
Inglaterra y que hicieron su grandeza. Mantendremos la mas perfecta 
armonia y las mejores relaciones con todos los pueblos del mundo, sin que 
ello signifique que podamos descuidar, en lo mas minimo, nuestros intereses 
materiales y espirituales. 

Con ese concepto seguiremos fortaleciendo nuestra sélida y vieja amistad 
con Inglaterra. Afirmaremos asi una politica que ya constituye una aspira- 
cién nacional. Sin desconocer, como es ldégico, los intereses de los pueblos 
que comercian con nosotros y enterdiendo que sobre la base de los intereses 
reciprocos se afianzan las relaciones econdémicas, trataremos los problemas de 
este cardcter con independencia de sentimientos afectivos, consultando 
primordialmente los intereses de nuestra nacidn. 

Buenos Aires, febrero de 1936 
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FOREWORD 


BY THE PRESIDENT OF THE ARGENTINE REPUBLIC 


(Translation) 


I aM indeed pleased that the Economist, which enjoys such 
a high reputation in British public opinion, should have 
decided so opportunely to dedicate a special number to the 
— Republic. 

e know England, and we appreciate the value of the 
cordial relations which have traditionally bound our two 
countries together; but we desire that the English people 
should have a true conception of our nation as it really is, 
and that the general idea held of us only as a far distant 
land, the producer on a large scale of prime necessities 
which England consumes and appreciates on account of 
their admirable quality, should be extended to a wider 
knowledge of our country. 

We pay a tribute of admiration to the virtues of the 
British nation, to the spirit of enterprise of the British 
people, to their love of progress, to their zeal for enlighten- 
ment, and to the constant evidence of Britain’s greatness. 
We have learned from her, as well as from other nations, 
the wisdom which only old and experienced countries can 
teach. 

I think I may, without patriotic boastfulness, affirm the 
faith our country has in her economic and moral position 


THE YOUNGEST 


Tue rise of Argentina to an important place among the 
nations of the world, and to the leading position among 
Latin-American nations, has been a matter of little more 
than half a century. Neither in colonial times, nor during 
the first few decades after independence, was this trian- 
gular-shaped region of South America regarded as the most 
important or the most potentially wealthy part of the con- 
tinent. The Indians discovered here by the Spaniards in 
the sixteenth century were altogether less civilised than the 
Andean communities of the Incas, and the absence of any 
precious metals ensured that the North-West, rather than 
the South-East, of South America should prove the focus 
for Spanish colonisation. 

The republic, which took the name of Argentina some 
time after independence, has an area of over 1,100,000 
square miles. That part of the country which to-day 
contains the greatest concentration of population and 
produces almost all its wealth is the vast level expanse, 
radiating fan-wise north, west and south from Buenos 
Aires. The great fertility of this country, its temperate 
climate, and the absence of natural obstacles to communi- 
cations, make it one of the chief sources of the world’s 
food supplies. It is served by the huge estuary of the 
River Parana, which is navigable by ocean-going steamers 
far beyond the large grain-exporting ports of Rosario and 
Santa Fé. Apart from a few towns, such as Cérdoba, 
Rosario and Tucuman, to the north-west of Buenos Aires, 
or Bahia Blanca, to the south of the Pampa, the rest 
of the republic is thinly populated. The bleak, sheep- 
growing region of Patagonia in the south has a population 
of less than two to the square mile. 

It was not until the last four decades of the nineteenth 
century that new conditions arose which were to bring 
Argentina into her present leading position. A period of 
confusion followed the first break with Spain in 1810. 
Although Argentina was not seriously in danger of recon- 

uest after 1816, it may be noted that she produced, in 
osé de San Martin, one of the two great leaders of the 


in the world; and to-day Argentina desires that this should 
be known and acknowledged by those nations which are her 
friends. 

With this in mind, we follow the teaching to which | 
allude, and by the practice of which England attained 
greatness. We shall strive to maintain the best relations 
and complete harmony with all the peoples of the world, 
without neglecting in any way our own spiritual and 
materia] welfare. 

With such an ideal before us, we shall continue to 
strengthen our firm and ancient friendship with 
and in so doing we but affirm the policy which has now 
become a national aspiration. ‘We shall bear in mind that 
sound economic relations draw their strength from a foun- 
dation of reciprocity, and naturally, without neglecting the 
interests of the nations that trade with us, we shall handle 
our economic problems unfettered by considerations of 
pure sentiment and guided, above all, by the interests of 
our nation. 


(Signed) AcustTIN P. Justo 
Buenos Arres, February, 1936. 


GREAT NATION 


independence movement, who did for the southern half of 
South America what Bolivar did for the north. In 1830 
there came on the scene Juan Manuel Rosas, the first 
Argentine statesman to show himself capable of resolving 
the conflicting interests of the provinces and the central 
Government. The twenty-two years of his regime are 
sometimes regarded as a discreditable period in Argentine 
history. It is true that he ruled with unexampled ferocity, 
removing his enemies and setting himself up as a natt 
hero in a manner which has become familiar in Europe 
only since the war. Yet this rough country gentleman, who 
embodied to an extraordinary degree the spint of the 
Argentine small landowners and gauchos, rendered his 
country two very important services. He broke the power 
of the independent landowners in much the same way 2S 
the early Tudors had done in England, and by his very 
ruthlessness ensured an efficiency in public administration 
from which his successors undoubtedly benefited. ~ 
The fall of Rosas in 1852 by no means finally solved 
problem of federalism versus centralism. The federal con- 
stitution of 1853, it is true, has suffered little change to 
present day. Yet it was not until Bartolomé Mitre be 
president in 1862 that Argentina entered upon a Po Mitre 
peaceful reconstruction. The presidential terms of 
1862-68, and his two successors, Sarmiento, 1868-74, 
Avellaneda, 1874-80, constituted a time of great pg 
for the republic, despite a war with Paraguay and a 
small revolts. Sarmiento particularly was a man of na 
character, who did much to promote education and 
prove public services. During the term of his successor 
first railways were opened to traffic, and the troche tis 
Indians were cleared from the Southern Pampa. Martin 
interesting to note that the Argentine classic, 
Fierro,’’ a lament for the old days of hardy, self-sufficient 
gaucho life, which so impressed Darwin, was written 0 
this time. It has recently appeared in an 
translation. na’s rapid 
The foundations were now laid for Argentina $ 
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ascendancy in the economic sphere. How rapid that ascen- 
dancy was may be seen from the following table: — 


Export OF CEREALS FROM ARGENTINA (in tons) 
1878 1888 1898 1908 


ints: dccattacedibs 2,547 178,929 645,161 3,636,294 
a cada bail 17,064 162,037. 717,105 _—‘1.711.804 
YS AE OTE 104 40,223 158,904 1,055,650 
panna il al an pi 1,107 440,041 


Argentina had previously been a poor country, with a small 
export trade in hides, salted beef, tallow and wool. Now, 
with the rapid growth of the railways and the improvements 
in steam navigation, came the era of immense increases in 
the export of cereals to Euro Not until the twentieth 
century was the supremacy of cereals in the Argentine ex- 
port trade challenged by the exports of frozen and chilled 
meat. 

The growth of the railways, and the rising exports of 
cereals, were accompanied by an influx of canial 5 and of 
immigrants. It was estimated that foreign investments in 
Argentina increased from about {£27 millions sterling in 1878 
to about {165 millions sterling in 1891. At the same time 
large numbers of immigrants began to come to the country 
from Europe. Before the war the peak years were those 
following immediately upon the two presidential terms of 
Julio Roca; 219,000 arrived in 1889, 253,000 in 1906. 
Many of these returned to their native lands after a brief 
stay (generally the harvest period), but the population in- 
creased rapidly from just over three millions in 1887 to just 
under eight millions in 1914. Although immigration was 
naturally checked during the Great War, it was resumed 
on a large scale afterwards, and in 1929, the last normal 
year before the depression, it reached 437,455, with a 
departure of 348,234 and an immigrant balance of 89,221. 
The Argentine economist, Dr. Alejandro Bunge, has esti- 
mated that of the 5? million immigrants who entered the 
republic between 1858 and 1928 almost 80 per cent. were 
Italians and Spaniards. During the last decade this pro- 
portion has decreased, the largest corresponding increase in 
other races being that of the Poles. Thus Argentina’s 
present population of some 12,000,000 is almost entirely 
composed of races of pure European stock, with probably 
less than 30,000 Indians, and relatively few mestizos, or 
mixed Indians and whites. 

In 1890, a year of serious financial crisis in Argentina, 
the Radical Civic Union, which later became the Radical 
Party, was founded. Drawing its support largely from the 
working classes, it was a serious political force from the 
first. After an early period of violence, it concentrated on 
electoral reform, refusing to go to the polls until the intro- 
duction of universal male suffrage in 1912. Hipdlito 
Irigoyen, the leader of the party and President of the 


drying goods a 
by supplying foodstuffs to the allied armies at record prices. 
Capital again “ee to flow into the country; but now the 
source was New York instead of London. 

Irigoyen’s re-election in 1928 for a second term was.a 
tribute to his influence with the common people. Age and 
ill-health, however, prevented his control of the country 
from being as firm as it had been during his first presiden- 
tial period. Administrative abuses, Irigoyen’s repeated 
interventions in the affairs of the provinces, and the sudden 
incidence of the depression ed the tide of opposition 
against him. In tember, 1930, after a practically 
bloodless coup d’ état, a provisional Government was set up 
under General Uriburu. 


In the elections a year later General Uriburu did not | 


stand, and the Radicals were not permitted to nominate a 
candidate. General Agustin P. Justo was returned at the 
head of a coalition of Conservatives, anti-Irigoyen Radicals 
and Independent Socialists. His Government has grappled 
firmly with the problems of the depression, maintained 
Argentine credit at some internal cost, and taken a stronger 
line in foreign affairs. In the latter sphere may be men- 
tioned its initiation of a South American convention of non- 
aggression and conciliation, based on the Pact of Paris, the 
return of Argentina to the League of Nations in 1933, and 
its part in the termination of the Chaco war. Public opinion 
at home was satisfied by the speedy suppression of an 
armed Radical revolt in December, 1933, caused by the 
decision of the Radical Party to abstain from the next 
elections. 

Nevertheless, the Radical Party remains to-day one of 
the strongest factors in Argentine politics, with Dr. de 
Alvear, its leader, and a former President of the Republic, 
the most considerable political figure. The death of 
Irigoyen in 1933 prepared the ground for the reunion of the 
two wings of the party, the “‘ personalists ’’ and “‘ anti- 
personalists,’’ and in 1934 it was decided to abandon the 
policy of abstention from elections. Elections are due in 
March of this year, and since they will be the first to be 
freely and fully contested by the Radicals since the revolu- 
tion of 1930, their outcome is awaited in Argentina with 
great interest. That the Radicals will regain some of their 
lost ground is highly probable. Whether they will sweep 
the polls is much more doubtful. But, in any case, it is 
likely that the elections of 1936 will mark a return of 
Argentine politics towards normality. 





PROVINCIAL SCENES 


(BY A CORRESPONDENT) 


It is a misfortune that there still lingers among a number 
of English people who have never been to Argentina the 
myth that the country is inhabited by Red Indians wearing 
feathers, who have somehow or other managed to make 
away with {500 millions of British capital. Moreover, 


* those English people who do visit the country seldom have 


an opportunity of penetrating further than the cities of 
Buenos Aires or Rosario, with possibly an excursion to one 
of the popular summer resorts in the Cérdoba hills, or 
visits to the Savoy Hotel at Tucumén or a game of golf at 
Mar del Plata. 

It is, of course, true that the overwhelmingly important 
Tegion, economically, remains the flat, rich land radiating 
some hundreds of miles to the north-west, west and south 
of the Rio de la Plata. Uniformity, however, is not to be 
expected in a country as large as all Europe from Warsaw 
to the Atlantic, which stretches from the tropics to a lati- 
tude equivalent to that of Scotland. If the visitor no 
nee meets on the busy estancias of the Plate Provinces 

© vivid gaucho life depicted in the pages of W. H. 


Hudson and Mr Cunninghame Grahame, the older Argen- 
tina may still be found among the vineyards and sugar- 
cane fields of the western and northern provinces, which 
reveal themselves to the chance visitor from Europe as 
something entirely unexpected. 

Though the discomforts accompanying all travel in 
dusty lands are sometimes present, journeys by train in 
Argentina are always good fun to those who still retain a 
trace of the schoolboy. The train may have complete 
bathrooms; or a ballroom in which the traveller may dance 
over the pampa to ‘‘ hot rhythm ”’ radiated from Broad- 
casting House (unless he prefers the native Argentine 
tangos); or a family coach with a clock on the sitting-room 
mantelpiece and a real coal fire. So the 36 hours to Jujuy 
or Salta, or the 24 to Mendoza and San Juan, pass easily 
enough to those who can see through the pale monotone to 
the surprisingly clear groups of trees, standing round the 
estancia houses, the windmills and the stacks of maize, 
hull-down on the horizon, or the occasional vermilion and 
black of flamingoes rising from the water. 
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It is a relief to the temporary dweller in the plains to 
see the hills again, and at the end of both these j 
his belief in the scavdnnenl atehn-asst to-wnesed: If he 
looks out from his bed at dawn, just before arriving at 
Mendoza, he will see the sunlit tops of the Andes, the great 
19,000-foot shoulder of Tupungato and his attendants, 
where he would expect to see a cloud. The end of the 
other journey is less spectacular. Aconquija is some 17,000 
feet above the Tucuman plain, but set back discreetly 
among many foothills, as becomes one who is, after all, 
only the chief of one of the spurs of the main chain. The 
mountains of the north, all the way to the rack section of 
the line at the Bolivian frontier, are less forbidding to the 
eye—though not to the explorer—than those of the west. 
Their red and brown earth is gashed by rivers and they 
are covered with fierce scrub and cactus, which at times 
give place to down-like grass and lapacho (one of the love- 
liest trees), and at times to broad valleys where canefields 
are to be found and hardwood forests out of which the 
fruit-growers have cut their plantations of oranges, grape- 
fruit, palta and bananas. 

These provinces of Jujuy and Salta seem to retain, in 
an indefinable way, the atmosphere of an older civilisation. 
The capital cities still have the Spanish Colonial architec- 
ture and character much in evidence. The responsibilities 
and privileges of living in a ‘‘ new ’’ country do not seem 
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to weigh so heavily upon the people here as | 
cosmopolitan provinces further south. — 
course, British and other foreign communities 
chiefly occupied with the sugar mills; for the cane 
north is taller and of better quality than that of T 
and, when it comes to be grown in greater quanti 
well threaten to depose that Province from its 
position in the industry. The discovery of oil in Salt 
recent years is also playing its part in the introduction 
new elements in the population. 

But these communities are small and often isolated. 
ordinary member of them who has no business reasons for 
travelling may feel himself very cut off at times. In the 
hot weather, if he is not an engineer overhauling the 
machinery in preparation for the next crop, he ma 
his family to a house in the hills or to Jujuy itself, which 
is some 3,000 feet above sea-level, but journeys to Buenos 
Aires and the south are infrequent events. 


In parts of the Province of Catamarca a E 
visitor who knows the back of the Pyrenees can almost 
feel himself in Europe, though the one-storey houses and 
the orange trees in the little village plazas may be u- 
familiar and the country is built on a bigger scale. He will 
miss, too, the traces of Saracen ornaments in windows and 
doors, though the Levant will still be with him in the 
persons of Sefores Selim and Artin, the ‘‘ turcos ’’ who 
keep the village stores. The Catamarcans are mostly mule- 
teers by profession, and they hire themselves out to the 
sugar mills of Tucuman and Jujuy for the crop, so that 
during July and August the villages have a deserted 
appearance. The only inhabitants seem to be old women 
laboriously making grey and buff blankets and brightly 
coloured rugs and saddle cloths on the most primitive 
looms, set up under their vines, and children cantering to 
school, two or three to a pony, in their little white cotton 
overalls, the universal costume of school children through- 
out Argentina. 


The annual trek over the long high pass into Tucumén 
is a great event for those who are too remote to use the 
railway. They travel in family parties, each, except 
infants in arms, on a mule or pony, driving in front of 
them a herd of spare mules laden with household effects. 
The return journey is still more picturesque, bringing back 
bags of sugar, tin pots, basket chairs and other luxuries of 
civilisation. Their clothes and ponchos have grown gayer 
since vivid pink and green German dyes came to the store, 
supplementing the traditional home-made colours. These 
dyes may be had in exchange for blankets—for, in the 
remoter parts, Catamarca is still on the blanket standard. 


Some Catamarcans even go as far as San Juan and 
Mendoza for the vintage at the end of March, but most 
of the muleteers who cart the grapes come from the neigh- 
bouring province of La Rioja. 


The Provinces of Cuyo in the west present a very dif 
ferent picture. Mendoza, a town of some 70,000 inhabi- 
tants, at the foot of the famous route over the Andes into 
Chile, and San Juan depend for their prosperity upon the 
wine industry and for their life upon the great rivers W 
cut down through the almost rainless foothills from the 
snows of the Andes, mostly to lose themselves in the desert 
of stone and dust after their work of irrigation is accom 
plished. Looked down upon from one of the dry cactus 
covered hills or from the base of the great statue to G 
San Martin outside the town of Mendoza, the 
patches of bright green cultivation, with their long rows 
of Lombardy poplars set in a sea of grey-brown scrub, 
an unforgettable picture. The roads, arched over 
willows, under which pass the trains of heavy two-w 
carts, each drawn by half a dozen mules, and the big — 
lorries, loaded with grapes, often carry the irrigation @ 
their side and form green connecting links with outlying 
vineyards. 

The principles of large-scale production on which the 
industry is operated may shock the French or Cam 
wine grower, and, indeed, the resulting Vag can @ 
times surprise a too fastidious palate. But the eye 
visitor who has had an opportunity of rye Sey rm 
at a bodega during the vintage feels that he varied 
insight into yet another new and vital aspect of the 
national life of Argentina. 


Bd 
r 


be5? 


3 BEE, 




































































February 8 1995 





NN OT TN SE Oe a 








































25 


Ba8 SEE SeTF 


FetSekas & 


ae 


z 


nt of 





February 8, 1936 


THE ECONOMIST 


[stppiement] 5 





ARGENTINA AND THE CRISIS 


ARGENTINA was among the first nations to feel the effects 
of the world crisis. Throughout the year 1929 the 
economic situation was changing for the worse, poor 
coinciding with falling agricultural prices, and the — 
in the United States in the autumn did no more than act 
as climax to a gathering array of adverse forces. As an 
agricultural country and an international debtor, it was 
inevitable that Argentina should feel the crisis severely. 
In fact, its onset was swift and drastic. In view of all 
these facts, there is cause for gratification in Argentina’s 
record Curing the past seven years. 


The whole economic structure of se gs in the 
‘wenties depended entirely upon the ability of other 
countries to purchase Argentine produce at satisfactory 
prices and their willingness to do so. Argentine industry 
was undeveloped, and the country consequently had to 
obtain practically all its necessities, other than foodstuffs, 
from abroad. Apart from this, it must be remembered 
that Argentina is a comparatively new country, and in 
order to develop fully her natural resources a large 
amount of foreign capital had been employed both by 
private enterprises such as railways, and by the Govern- 
ment itself, which had borrowed heavily. Due to a long 
period of credit expansion, the prices of agricultural and 
animal products, which formed 98 per cent. of Argentina’s 
exports, had been on the upward trend. This favourable 
position of the export trades diffused prosperity through- 
out the country. Owing to internal credit expansion and 
continually rising prices of primary produce, land values 
had steadily increased and all and sundry borrowed ex- 
tensively in order to buy more land. The Government’s 
finances were also predicated upon a continuance of good 
times, for expenditure had been undertaken on a lavish 
scale throughout the years of buoyant revenues. 


A situation of this sort could hardly be regarded as 
stable. The crash had to come sooner or later, and in 
1929 the crisis in the United States brought matters to a 
head. Coinciding with the commencement of the slump, 
Argentina was faced with a poor crop due to drought; 
this, and the fall in world prices of agricultural produce 
signified a heavy fall in the value and quantity of 
the country’s exports without any corresponding de- 
crease in imports, with the result that heavy with- 
drawals of gold took place and Argentina was forced 
off the gold standard—one of the earliest currencies to 
fall a casualty to the world-wide crisis. Despite the 
very serious position with which the country was faced, 
the Government adopted a passive attitude. The decline 
in the peso was not checked, nor was Budgetary expendi- 
ture reduced. As a result, by the end of 1930 there was 
both an adverse balance of trade and also a large deficit 
in the Budget. In the latter part of 1930 the inevitable 
political crisis came to a head. The Irigoyen Government 
was forced to resign and a provisional Government took 
over the reins of power. The new Administration imme- 
diately took steps to bring order out of chaos, and in 

ober, 1931, a decree was issued creating the Exchange 
Control Committee and prohibiting dealings in exchange 
without its permission. This committee fixed the foreign 
exchange rates daily until November 26th, after which date 
the peso was pegged to the United States dollar at the rate 
of $171 gold pesos to $100. This control was designed to 
have the double effect of preventing further depreciation 
of the peso and of reducing imports. Strict control 
of the market and the fixation of purely arbitrary 
tates of exchange effectively prevented further deprecia- 
tion. Reduction of imports was, however, a more diffi- 
cult Problem, as, owing to the undeveloped state of 
Argentine industry, the country was dependent on foreign 
countries for many of her necessities. As a result, for 
some months after the institution of control, more imports 
continued to be bought than could be paid for. Through- 
out 1932 the exchange situation became steadily worse, as 
atge sums in Argentine currency, representing the value 
of imports (both visible and invisible), etc., for which 
ney to remit had not been obtainable, were accumu- 

ting. The Government was therefore faced with the 


increasing experts to preveat ined socuanletons, Te 
prevent accum: . To 
that end the Rota Mission visited London in 
and the Roca-Runciman Agreement was ‘ Under 
the terms of this Agreement peso balances a re- 
mittance to the Walled. Mingdach were: onchanael tet 
twenty-year bonds and a scheme was adopted similar in 
form to an exchange clearing agreement, whereby the 
“* devisen ’’ arising out of the sale of Argentine produce 
in the United Kingdom would, after setting aside a certain 
sum for debt services, etc., be utilised for remittances to 
Great Britain in of goods purchased, dividends, 
etc. Several agreements of a similar nature were arranged 
subsequently with other foreign countries. By means of 
these agreements frozen peso balances were liquidated and 
a stimulus was given to the export trade. 

In the meantime imports had fallen. While it is true 
that the imports had been reduced, the reduction was not 
sufficient to secure equilibrium in the balance of payments. 
The fixed rate of exchange established by the Exchange 
Control Committee during the years 1932 and 1933, with- 
out taking into account the relationship between supply of 
and demand for exchange, prevented the reduction of im- 
ported merchandise to the necessary degree, inasmuch as 
importers, hoping to be able to effect their purchases at 
the fixed rate, made purchases for which they were after- 
wards unable to pay. This was a contributory cause of 
the increase of blocked funds. 

Although insufficient for the balance of payments, such 
diminution as there was in the volume of imports had 
the effect of stimulating the supply of part of Argentina’s 
requirements of manufactures by the growing national 
industry. 

External trade and the exchanges were not the only 
departments of Argentine economic life which suffered in 
these years. The natural effect of the slump in primar, 
peodnce prices was a decline in the value of real estate. 

here had been heavy borrowings from banks and mort- 
gage companies in the prosperous years on the basis of 
property values then ruling, so that the collapse of values 
left a large number of individuals overburdened with debt. 
Banks and mortgage holders commenced calling in their 
loans, with the result that many properties were placed on 
the market, and, owing to lack of buyers, values were still 
further depressed. To remedy this state of affairs the 
Government decreed a three years’ mortgage moratorium. 
It was also agreed by all banks to reduce their interest rates 
and so partially relieve their debtors of what was, in many 
cases, an almost insupportable burden. 

As regards the national finances, the provisional Govern- 
ment had immediately set about to reduce expenditure and 
balance the Budget, and as a result of these efforts the 1932 
Budget only showed a small deficit. 

The authorities were now given a breathing space in 
which to make a careful study of the whole situation, and 
it was decided that, as further substantial reduction in ex- 
penditure was not, at the moment, feasible, owing to the 
heavy fixed charges in the form of debt services, new fields 
had to be explored for increasing the revenue. One of the 
first steps taken was to impose a revenue tariff of 10 per 
cent. on imports; this had the double effect of increasing 
revenue and still further decreasing imports. It was then 
decided to commence taxing incomes, there having been no 
income tax in Argentina previously. e necessary laws 
were passed whereby incomes and profits were taxed at the 
rate of approximately 5 per cent. This has since proved a 
very substantial source of revenue. 

By the end of 1933 the country was not yet out of the 
wood. Although in a much healthier state as far as the 
Budget was concerned, it had still to attain equilibrium in 
its balance of payments. It was therefore necessary to effect 
a readjustment. To achieve this the peso had to be given a 
value corresponding with the supply of and demand for 
exchange. Its level at the end of 1933 showed an over- 
valuation, as evidenced by the continuous increase of the 
blocked balances. These reached a figure estimated at 
more than 500 million pesos. Accordingly, the Govern- 
ment adopted a new system of exchange control (explained 
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in another article) and effected a simultaneous monetary 
devaluation to an appropriate level. This devaluation 
resulted in a sharp rise in internal prices; and to avoid an 
over-offering of grain in the world market, which would 
have deprived the agriculturists of the benefits of this 
measure, the Government undertook to buy wheat maize 
and linseed at basic prices, which represented a com- 
pensatory increase in view of the depreciation of the peso. 
For this purpose the Grain Board had to sell the grain 
thus acquired in the world market, at ruling prices and as 
occasion demanded, but without accumulating stocks as 
had been the case in Canada and the United States. It 
was laid down at the same time that the purchase of 
bills arising from exports should be effected at the lower 
rate in pesos than their sale by exporters. The resulting 
difference was to be used to make good any loss on the 
operations of the Grain Board and the increased cost of 
the externa] debt service. The Government justified this 
procedure on the ground that, as exporters (and, indirectly, 
producers) received payment for their sales abroad in 
foreign currencies at a lower rate than the real rate pro- 
duced by the importers’ demands, it was only fair that a 
part of the retained margin should be returned to them. 
Devaluation would in the normal course of affairs have 
increased the burden of the external debt. Any increases 
in this respect were, however, made good out of the 
exchange profits fund; and by taking advantage of a 
period of cheap money and benefiting by Argentina’s 
good name abroad as a result of the exemplary manner 
in which she had complied, throughout the crisis, with 
the payment of services on her external debt, the Govern- 
ment was able to initiate a campaign of conversion 
to lower rates of interest. These conversions comprised, in 
addition to the external debt, the greater part of the 
national internal loans and also mortgage bonds. These 
conversion operations were entirely successful, and a large 





saving in expenditure was thereby effected. The 
situation was also to some extent relieved, due to 
diminution in the Government’s requirements for debt 
services. Certain foreign currency loans were also ¢gp. 
verted into internal obligations. 

Another sphere in which reforms have been carried out ig 
that of taxation. The fiscal machinery of the | 
undoubtedly, in many respects, inadequate and old. 
fashioned. A law was passed, accordingly, w 
were unified and collection was centralised. Under the new 
plan the pernicious system of dual taxation, which had 
resulted in the formation of a number of inter-provi 
trade barriers, was abolished and the Federal Go 
were made responsible for the collection of practically all 
taxes, the proceeds of which are distributed to the Pro. 
vinces on the basis of their previous income from taxation 
and their population. 


Finally, early in 1935, with a view to giving greater 
stability and liquidity to banks and controlling to some 
extent the operations of private banking institutions, a 
Central Bank was established and a new banking law 
enacted. The provisions of these enactments are discussed 
in a later article. 

As can be gathered from the foregoing, the Argentine 
Government have, during the last four years, done much 
towards reconstructing and consolidating the finances of the 
country. A new broom proverbially sweeps clean, and it 
is certainly true that the Government, which took office in 
1930 and its successor in 1932, have put through a series of 
energetic and thorough-going measures of economic reform. 
They have, it is true, been assisted by good fortune and 
by the slow improvement in the economic position through- 
out the world which set in shortly after their accession to 
office. But a substantial share of the credit must also go, 
without doubt, to the firm guidance of the President of 
the Republic and of the successive Ministers of Finance. 





ARGENTINA AND WORLD TRADE 


ARGENTINA, a vast and sparsely populated land, yet con- 
trived to place herself eleventh in the list of world-trading 
countries in 1934, with 1.85 per cent. of the total value of 
the world’s import trade, and 2.54 per cent. of the total 
value of the world’s export trade. She actually comes 
ninth in the list of world exporting countries. 

In 1934, over a fifth of Argentina’s imports came from, 
and nearly two-fifths of her exports went to, the United 
Kingdom. In the same year, only 15 per cent. of her 
imports came from, and only a little over 5 per cent. of her 
exports went to, the United States. Five years before, in 
1929, the United States furnished over a quarter of Argen- 
tina’s imports and took 10 per cent. of her exports; whereas 
the United Kingdom furnished only 17.6 per cent. of her 
imports and took 32.2 per cent. of her exports. Thus, 
Britain has increased her advantage in the Argentine market 
largely in virtue of her importance as a market for the 
Argentine; whereas the United States never constituted an 
important market for Argentina. The following table 
shows the distribution of Argentina’s foreign trade by the 
chief countries : — 


ARGENTINE TRADE WITH CERTAIN COUNTRIES 
(Percentages of total Argentine Imports or Exports, by value 














in paper pesos) 
Percentage of Argentina’s Percen of Argentina's 
Imports mp 
From or to 
1929 | 1932 | 1933 | 1934 | 1929 | 1932 | 1933 | 1934 
United 17-6 | 21-5 | 23-4 | 22-5 | 32-2 | 36-1 | 36- . 
United States 26-4 13-5 12-0 14-8 9-8 3-4 78 34 
Germany ......... 11-5 9-3 | 10-0 9-7 | 10-0 8-8 7°7 8-3 
Belgium............. 4:8 3-7 3-7 5-0 | 10-7 | 11-0 | 10-1 9-8 
eae 8-8 | 10-7 | 10-7 6-2 5-8 5-4 3-9 4-2 
France ............ 6-1 5-6 5-3 5-0 7:1 9-2 6-4 5:4 
Tae 3-8 6-2 6-4 4:8 3-9 1-6 4:4 4:2 
DOBODY prvciniaresans 0-6 1-5 2-3 2-2 0-1 0-1 0-4 0-5 


























Italy and Japan greatly increased their exports of textiles 
to the Argentine in 1932 and 1933. Italy has always had 
a large textile trade with Argentina. Belgium is a very 


good market for Argentina, which British industrialists 
would do well to remember when they ask for tariff protec- 
tion. Belgian exports to Britain often pay Argentinas 
debt. In the first ten months of last year, Argentinas 
imports from the United Kingdom, Belgium, the United 
States, and Japan greatly increased, compared with the 
corresponding period of 1934; those from Japan more than 
doubled. Imports from Italy fell sharply. Argentinas 
exports to Germany decreased in the same period, but those 
to the United States more than doubled; and exports to the 
United Kingdom, Belgium, Holland, and France fell. 

Argentina is almost a classical example of a ‘’ young 
country producing primary products, her exports of which 
help her to pay the annual service on a large foreign debt, 
as well as to defray the cost of her necessary imports of raw 
materials and manufactures. The slump in world trade 
first affected Argentina’s exports of cereals, following the 
‘bumper ”’ harvest of 1928-29. Her purchasing power 
was curtailed, and the amount available for her debt service 
severely diminished. Imports were cut down, the currency 
depreciated, and foreign exchange transactions om a 
controlled. The following table shows the composition 
Argentina’s exports, the effects of the economic depression 
on her foreign markets, and the extent of recovery at 
lower level of equilibrium : — 


Cuter Exports FROM ARGENTINA 
(In millions of paper pesos, and percentages of total exports 


























Chief Items 1929 | 1992 | 1933 | 1934 | 1929 zose | 1838 mm 
ae 
.y | ond 
Wheat and wheat flour | 285-8 | 232-0 | 225-9 | 305-8 || 29-9 | 18-1 oa 0 
BORIRD seciaconcmiccessocs 168-0 | 320-7 | 197-1 | 301-6 || 17-6 ri 12°8 | 19 
Linseed ........00.0000- 120-2 | 186-8 | 143-3 | 170-5 || 12-6 | 14:5 | 1h) | “gg 
Beef, chilled or frozen | 91-2 | 137-0 | 123-5 | 134-6 || 9-6 | 100 | “75 |g. 
Mutton, chilled ........ 14-1] 23-1] 19:3] 19-3] 25) J 32 
_prerednnain | 2-8 | so-2| go-2| ace] go] 28) $4) os 
Hides and sheepskins 8| 57°6| 74 3| 0 
Wool in the grease... 63.7 65-8 | 82-3 | 105-4 || 6-7 | 5-1 oh 
Total, all exports... | 953-7 |1,287-8|1,120-8 |1,498-4|| 100 | 100 | 10 
Pe ces tit” 














national 
Nore.—After 1933, the value figures reflect the effective devaluation of the 
currency. 
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1034, Argentina’s exports of wheat rapidly recovered. Cursy Iuports on 
‘te Indeed, they exceeded the 1929 ; but they only oes : 
debt in ounted for a little more than a fifth of the total value of (a millions of paper pesos, at tariff values *) 
con- her exports, as against almost one-third in 1929. In 1934 
and 1935, Argentina exported more than her wheat export bean ieee asad Rees nae arate | a900 5 1908 | 2083 3986 
ut is quota under the International Agreement. Maize exports, 
Was on the other hand, rapidly took the place of wheat exports; Bic nesipencrereonn mt 67-5 | 95-7 |108-6 
old- and owing to the world shortage of maize in 1934-35, Argen-  Extsoleum, oils, ete 7. tees | 90-8 | 98-8 | 9-7 | aca | toe | 27 | a8 
axes tina’s exports were much greater in value than in the earlier Chemicals and divugs’”""-. | 0-2 | 2-2 | 71-1 | 7-0) sa | 72] 23] 78 
pei of depression. In the wheat, maize and li i eaten theres a pens 13-6 15-0 | 18-4 | 15-7] 2-5 | 2-7.| 2-9) 16 
had markets of the world, Argentina has even increased her nit? cotton tissues | 88] 103 | ioe | 200 F277] 2a] 20 
nial importance as the years of depression passed. Argentina’s Other cotton tiesues 7. | a0 | seal see] seal a7] se] aa] 30 
ment rts of beef and mutton go almost entirely to the United wn Gale at tee kl aeek ool Sar sat Se 
y all Kbedom, and for 1933, 1934 and 1935 they are limited Roe, se enwzs. | B99 | BO | et | Mel £3) F5) F7) F4 
Pro- under agreement. Her exports of hides and skins, how- Irom and steel goods (total) |120- | 67-6 | go-o |toa-8 || 29-7 | 7-8 | 9-2 | 20-0 
ation ever, have greatly increased, not only in paper money Bers and structural 17-7 | 15-0 | 18-0 | 21-0 |] 2-0 
values, but also in volume; and her wool exports are now Steel rails ractoral ww 1 15-9 | on | tat aa nel nL Oa} oF 
: nov ts and plates ......... 12-3} 8-7] 17-2|10-8]] 2-4] 7-0] 2-8) 22 
eater much more important. A glance at the percentage distri- 
some bution of Argentina’s exports among the various com- Memanufactures =... | 29-2 | 29-1 | 99-9 | 46-3] 3-3| a-2| a2] 4-5 | 
8, a modities above will show how the country has sought and Mechioery end motars...... | 95-6 | 18-6 | 17-3 | 21-9) 53) 22) £8) Fi 
- law developed new markets during the depression. Automobiles eels 36-0 % ae 10-3 ri 0-6 $6 i 
ussed Argentina’s imports are mainly essential foodstuffs not opamp simi, PS id Md Bat Mad Pook tid tha | 
soma at — raw materials, e.g. coal, oils, cotton eeaacetentoniee! pte punted whited meant Baad iad ais ack | 
nti arn; and manufactures, e.g. iron and steel goods, sacking, eu ” | 
mn ets, — gees vescaibiies, etc. The next table 4 cig aoe etme: wales ene. | 
if indicative of the recent movements in Argentine im ‘ : increased i | 
ay 4 The heavy reductions in imports of me. Je velvcles, b ery semen pl yf 4 praine og os ewe 
ce in etc., agricultural implements, steel rails, machinery, etc., mi pd to ae 8 0 Peay y 7 per = over 
ies of reflect the impact of the depression upon a pre-eminently Exports of cher es adh teiak e Thee wale secae 
form. primary-producing country. Since 1933, there has been exports of maize, hides and skins ol d linseed i seat 
» and some recovery in imports of these articles. Imports of all d | tame) Meatigpetnrsss in 1935; 
ough- textiles, including sacking, have increased duri h and larger imports of nearly all Taw materials and manu- 
Se ee ae ee luring these factures. The increase in Argentina’s export trade, and the 
on to ye Ben tee ay more importantly in the list of general recovery in the country, may now enable equili- 
0 80, 8 imports. So do chemicals and drugs. brium to be reached in the foreign exchange situation. 
re. 
ie ANGLO-ARGENTINE TRADE 
rotee- In 1913, Great Britain was still the greatest world- IMPORTS OF THE UNITED KINGDOM FROM ARGENTINA 
tina’s trading nation, the greatest importing market, the greatest (000 omitted) 
tina's lender of capital on international account. Her annual 
Inited receipts on interest and dividend account were taken in the gone t —- 
h the shape of imports—mainly of foodstuffs and raw materials 1913 ot 1924 | 1929 | 1933 1935 
- than from primary-producing countries like Argentina and the Imports, Imperts, 
tina’s British Dominions, to which she had lent most capital. me cod 
those Not only so; annual amortisation payments to Britain were —_ciasst: 
to the re-invested, and some net new foreign investment was still Feeding - stuffs for : P 
going on. patter ewie | 72] 2 | Mea | “G08 | oa] “2 | ee 
Ing . Oleo-margarine acts 180 10 “67 520 303 és 235 
which ARGENTINE EXPORTS TO BRITAIN Wheat eal 14 756 M4 24,022 48,378 24,902 2 22,751 
debt, In these circumstances, Britain was able to export  Baimy............ £| 198 | 14 |19,197 |22,907 | 6192] 22 | 61043 : 
f raw capital goods and manufactures to Argentina and to take, ss “ST hay hi a “03 | 1 it | 40| 'aes| (9 | 300 
trade in return, a much greater—almost 100 per cent. greater— nr, het ae 1/892 33, | 11383 | "756 | —'s83 o Nil 
g the value of foodstuffs and raw materials. The accompanying =» Mal#® vrs cuts, |seass | 79. |ir'oee [10898 | Bios | 79 |10784 
power table shows Britain’s principal imports from Argentina in Chie beet ....ewts, |'S'an6 | 99°6. |'7'958 | 8.178 | ase as | 6.957 
ervice 1913 and the percentages of Britain’s total imports under Froven beef ......ewte | 1986 | “49 | 'z214| "900 | "60a | 24 | ‘S26 
Tency each head which came from Argentina in that year; com- ae 300s | 6 | 4504 | 2417 | 1281) 28 | 112 
wey! parative figures for the year of the ‘‘ Roca ’’ Agreement, ald. ieee f a) 6) Me ae ae eS 
oa ods) and figures for the years 1924, 1929 and 1935. Last lamb ....0scse0 ewts. | 1,012} 29 | 1,581 | 1,545] 1,147| 18 
~~ year’s figures are not yet available in full detail, though ——Prosen IS eat Pein tou i os sts ee ak 
a see for the main items allow conclusions about the trend PE Beet! tees o] we), eS yond 
0 seg in the various items to be drawn. Total, Class 1.........4 |35,971 | 12 {64,821 |72,857 | 36,955 | 11 4 
of read 1913 and, twenty years later, in 1933, 6 percent. —isss m: ‘eS: 
orts) pA. imports into the United Kingdom came from we gotten ane Mee et Ks ol wel wis 4 
[mm i gentina; and the total value of these imports from Argen- £| 408; J 338 | 1,241} 583) 2 670 @) 
ina was almost the same in 1933 as in 1913. But several eer owls | ger] is | asre| oat $30| 16 $80 5: 4 
_ weed ne features emerge from the movements of trade ——‘Flanseedandlinseed |), | 5, gr VE 
{a3 under each British import classification. Thus, in 1913 tons | 1] 33 (| sas | ates | oor] 0 | 1,508 . 
nt e chief import into the United Kingdom from Argentina, 9 Pa" me | |G | asin | sas7| 19m | 5 2,080 : 
13 by value and volume, was maize. Four-fifths of the maize 
~ Pe ye into the United Kingdom in 1913, both by value damp tcemmeictin) end ON bo mink Pad Sd OD 
| Gace re ume, came from Argentina, and the proportions “9e,Mt: ,.. 
Le pean ty same twenty years later. But in 1933 a greater (quebracho) .......-..£ | 167] 18 318 | 257] 231 
| sterling Pe ies meee ms 8 the smartenh ete Total, Class 111... | 335| 0-7 | 483] 345) 324) 0 
United Kingdom had risen by almost one-third above the ai vd based Fash ter verad wed 
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(000 omitted) 
Percent- Percent 
Ss Foust 
rois | 7 | i924 | 1929 | 1993 | 7x. | 1835 
Exports, 
1913 1933 
Class I ............ £ 437 1-3 293 517 274 1 
Class II 
"ee Tons 3,693 5 3,116 2,799 1,852 5 2,014 
£ 3,089 6 4,098 2,560 1,669 5 1,812 
Total, Class II 3,155 5 4,184 2,642 1,696 4 
Class III 
seiineinaiienil £ 582 3 390 376 78 1 72 
OD. eteenebniiel £ 596 3 821 997 686 4 709 
Coke ......... Tons 104 8 27 197 279 9 nee 
£ 103 9 201 251 9 215 
Cotton yarns...Ibs. 1,873 1 1,479 2,761 6,077 é 8,419 
£ 81 0-5 216 4 715 
Cotton 
sq. yds. | 199,118* 3 | 147,901 | 144,152 | 146,232 7 | 134,203 
3,103 3 6,073 4,930 3,160 & 3,012 
Electrical 386 7 578 932 149 2 404 
Machinery ...... 1,239 4 939 1,459 594 2 884 
Iron and steel 
tures 
tons 358 7 230 116 6 133 
£ 4,232 8 4,349 4,913 1,670 6 1,894 
Non-ferrous metals 
and manufec 
ee 349 3 523 601 234 2 349 
Paper, cardboard 
GOR ncccivced 36 I 33 107 33 ba oni 
el a” 82 2 154 280 100 2 151 
Pottery, glass 
rasives, etc. ...£ 420 6 532 607 240 6 320 
Rubber 
He 249 8 218 174 74 4 76 
Artificial silk Ibs. bed hed 321 521 3 
Outen niet 129 111 4 
. ca 
CR. cocstentl cwts. 51 il 32 27 28 7 
163 13 187 171 121 12 
Linen and hemp 
manufactures 334 4 162 253 87 I 
Jute yarn an 
manufactures £ 673 13 474 226 119 5 
Railway vehicles 
and materials {£ 1,442 15 945 1,646 274 16 is 
Motor-cars ...... £ 145 4 53 645 190 I } 456+ 
Ship (new) ...... rs ce me: 57} 1,242 1 0 
oollen and 
worsted yarns 
and manufac- 
EE iacsexceedsiene £ 1,662 5 2,579 2,944 1,199 6 1,814 
Total Class III | 18,747 4-5 | 22,579 25,761 | 11,058 4 
Totat Exports| 22,641 4 | 27,204 | 29,074 | 13,073 4 
* Yards. t Includes locomotive parts. 





1913 and 1933 levels, and the value by more than a 
quarter. 

Next in order of significance are British imports of 
chilled beef from Argentina. In 1913 all British imports 
of chilled beef came from Argentina; in 1933, the United 
Kingdom imported one-third more in value and volume 
from Argentina than in 1913, but by this time she was also 
importing 15 per cent. of her total imports of chilled beef 
from elsewhere. In 1935, the same quantity of Argentine 
chilled beef was imported as in 1933, but the sterling value 
was 10 per cent. lower. This reflects the fall in sterling 
beef prices in the United Kingdom market. British im- 
ports of frozen beef from Argentina formed half of all 
imports of frozen beef into the United Kingdom in 19713. 
By 1924 these imports had risen appreciably; but by 1929 
they had fallen considerably; and in 1933 they formed 
only “4 per cent. by volume, and 30 per cent. by value, of 
total United Kingdom imports of frozen beef. In 1935 
the volume of these imports had fallen still further to one- 
pee, and by value to one-third, of the 1913 figure. As 

gentina’s new chilled beef trade has increased at the cost 
of her former frozen beef trade with the United Kingdom, 
so has her tinned beef industry. Some measure of the 
great growth in the consumption of tinned beef in the 
United Kingdom in the last twenty years can be gained 
from the above figures. In recent years Argentina has 
developed her exports of frozen pork; but frozen mutton 
and lamb continue to play a large part in her meat exports. 
Though between 1913 and 1933 Argentina’s exports to 
Great Britain of frozen mutton and lamb slightly lost 
ground to those from Australia and New Zealand, in 1933 
she sent roughly 10 per cent. more in volume, and 25 per 
cent. more in value, than in 1913. The vicissitudes of 
Argentina’s meat trade with the United Kingdom are 
plainly evident in the above table. The volume of her 
meat exports of all kinds to the United Kingdom notably 
increased in the eleven years 1913-24; but, save for exports 





of frozen pork and chilled beef—the two newer 
after 1924 the volume and value of her meat to 
Britain decline. st iy 
Exports of wheat to the United Kingdom from Argen. 
tina rose between 1913 and 1929 to a peak after the world. 
wide ‘‘ bumper ’’ harvest of 1928. In this trade, and 
despite the great decline after 1929, Argenti increased 
her share in all British wheat imports from 14 per cent, in 
1913 to over 20 per cent. in 1933. While her trade with 
the United oy in barley has steadil increased, as 
has also that in feeding-stuffs for animals, the trade in oats 
has received a severe setback. This is due to the new 
the 


sf 


British duty on oats, which was excepted from the 
‘“* Roca ’’ Agreement. 

Another section of Argentina’s ‘‘ primary ’’ trade with 
the United Kingdom is in dairy pro ace, Ulsoaee 
has, strangely enough, been forced, by the exigencies of 
the British milk and agricultural marketi pe to 
overhaul the butter trade! In 1924, Argentina was send. 
ing almost eight times as much butter to the United Ki 
dom as in 1913; by 1933 it had dwindled to three times as 
much, forming the same percentage of British butter 
imports, as in 1913; and by 1935 it had sunk back below 
the 1913 figures. 

Taking Argentina’s exports of fodder and foodstuffs as a 
whole, we observe that the United Kingdom in 1933 im. 
ported slightly more of them in value than in 1913. But 
these imports formed six-sevenths of Argentina’s total ex- 
ports to the United Kingdom in 1913; whereas in 1 
formed a slightly greater percentage of a slightly smaller 
total. Moreover, in 1933, the United Kingdom took less of 
these imports from Argentina, and more from elsewhere, 
than in 1913. 

Argentina has been less lucky with her exports of raw 
materials to the United Kingdom. While her raw cotton 
exports to the United Kingdom have steadily increased 
between 1913 and 1935, her exports of flaxseed and linseed 
to the United Kingdom have been erratic, rising to a peak 
in 1924 and falling back to well below the 1913 level in 
1933, and only a little above it last year. The United King- 
dom now takes a greater quantity of Argentine hides, anda 
greater share of her total imports of hides from Argentina; 
but the sterling proceeds for Argentina are below the 1913 
figure. Raw wool prices have varied greatly; and Argen- 
tina’s wool exports to the United Kingdom have suffered 
accordingly. They formed a greater percentage of United 
Kingdom total raw wool imports in 1933 than in 1913; but 
while the volume was almost three-fifths larger, 
proceeds were less; and the position had hardly improve 
by 1935. The United Kingdom has at least increased its 
imports of quebracho from Argentina; but their significance 
is small. 


BRITAIN’S EXPORTS TO ARGENTINA 


Four per cent. of all Britain’s exports went to Argentina 
in 1933, as in 1913. But their sterling value had fallen in 
those twenty years by well over one-third; whereas the 
sterling value of all Britain’s imports from Argentina i 
1933 was virtually the same as in 1913. 

In 1913 the various industries, railways, steamships, ett-, 
of Argentina burned British coal almost exclusively. Since 
then United States coal, coal from other Latin Amencan 
countries, and oil fuels have competed with Great Britains 
coal exports to Argentina. Nevertheless, these exports are 
keeping up well. 

Argentina, like the British Dominions, has become more 
industrialised; and many manufactures imported in 1913 at 
now produced in Argentina. As five-sixths of Bniains 
exports to Argentina are ‘‘ mainly manufactured, this 
industrial development of Argentina has necessitated 
specialisation on the British side, designed to replace 
more elementary kinds of manufactured goods which Grea 
Britain exported to Argentina in 1913 by greater q 
of “‘ speciality ’’ manufactures of British make. It 
however, be said that British exporters have been alive 
either to their opportunities in Argentina or to the a 
of the competition from Americans, Germans, Italians 
others. For in many “ speciality ’’ lines—e.g- 
goods, machinery, motor cars, linen, hemp and jute goods, 
woollen and worsted yarns, rubber manufactures, -—— 
though the percentage share of Britain’s total exports 
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remains the same as in 1913, yet British suppliers of these 
goods have lost und to those in other countries. Thus, 
exports of British cotton oe Argentina formed 
double the percentage of total British exports of these 
goods in 1933 compared with 1913; but this is only a larger 
percentage of a very much smaller total; and, in _ ; 
Argentine imports of cotton piece-goods from Italy, the 
United States and Japan have very notably increased since 
the war. The growth of Argentina’s indigenous cotton tex- 
tile industry is reflected in the growth of British exports of 
cotton to Argentina. In one “‘ speciality line,’ how- 
ever, British traders secured a notable success last year in 
obtaining the contract for the building of the new Argen- 
tine cruiser training ship. This will cost over £1,000,000, 
and will replace the ‘‘ Sarmiento,’’ also a British-built ship. 

A large proportion of Britain’s exports to Argentina was 


primary products can be from drop i 
categories. The acute fll in the export proctnds of such 
e acu in the export 
debtor country inevitably curtails its ‘‘ free ’’ purchasing 
power abroad; and up to 1934 British exports of these items 
suffered severely. e depreciation of sterling after 1931, 
by itself, brought no relief. The laggard in the 
British exports to tina remains, as ever since the war, 
the cotton See i i 
declines, As these goods were the largest single item, by 
value, last year, any relatively small percentage increase 
in it would make a big difference to the total of British 
exports to Argentina. 





THE “ROCA” 


As the “‘ Roca’’ Agreement between the United King- 
dom and Argentina is frequently mentioned in the course 
of this Survey, a few words of description of its character 
and scope may be useful. 


Tue British Government began to negotiate the Trade 
Agreement with Argentina soon after the ratification of the 
Ottawa Agreements in the autumn of 1932. A promise had 
been given to the Dominions that foreign imports into 
Great Britain of frozen beef and frozen mutton and lamb 
should be progressively reduced from the volume of imports 
in the year ending June 30, 1932, to 65 per cent. of that 
volume by the second quarter of 1934. Foreign imports 
of chilled beef were also to be stabilised at the 1932 level. 


Fresh from the imposition of these new restrictions on 
Argentine exports, Mr Runciman (President of the British 
Board of Trade) had the task of persuading the Argentine 
Government to grant concessions to the British exporter 
and investor. A compromise was eventually reached by 
which, in substance, each country undertook not to impose 
further restrictions on each other’s exports, and Argentina 
also undertook to grant preferential treatment to Great 
Britain on the allocation, for the purpose of debt payments, 
of foreign exchange accruing from Argentine exports. By 
the first substantial clause of the Agreement the British 
Government undertook not to impose any restriction on 
the imports of Argentine chilled beef into Great Britain 
below the 1932 level unless it appeared necessary to the 
British Government to do so ‘‘in order to secure a 
Temunerative level of prices in the United Kingdom 
market.’’ It was added that if the British Government 
should be compelled to reduce Argentine imports of chilled 
beef by more than ro per cent. of the 1932 volume, it 
would also reduce imports of chilled beef and frozen meat 
from the Dominions ‘‘ by a percentage equal to the per- 
centage reduction of Argentine chilled beef below go per 
cent. of 1932 imports. This clause became of great im- 
pence when British beef prices fell in 1934-35, and Mr 

alter Elliot wished to restrict supplies from all sources. 
The British Government simultaneously undertook not to 
reduce imports of mutton and lamb from Argentina below 
the “‘ Ottawa percentages ’’—i.e. a reduction to 65 per 
cent. of the 1932 volume by the second quarter of 1934. 


_ In return Argentina agreed to grant favourable treatment 
in the allocation of foreign exchange by the following 


clause : — 


‘ Whenever any system of exchange control is in operation 
in Argentina, the conditions under which foreign currency 
Shall be made available in any year shall be such as to 
Secure that there shall be available, for the purpose of 
meeting applications for current remittances from Argentina 
to the U.K., the full amount of the sterling exchange arising 
from the sale of Argentine produce to the U.K., after 
deduction of a reasonable sum annually towards the payment 
of the service of the Argentine public debts (national, 
Sok and municipal) payable in countries other than 


AGREEMENT 


To supplement this, it was agreed that, out of the sterling 
exchange available, the sterling equivalent of 12 million 
paper pesos should be set aside for payment in cash of 
claims in respect of peso balances awaiting on oe te 1933, 
sterling exchange for remittance to the United Kingdom. 
It was also provided that the Argentine Government should 
issue sterling 4 per cent. bonds. in exchange for such 
balances as remained after the exhaustion of the 12 million 
pesos cash payment. | 

By a protocol affixed to the Agreement each country 
agreed not to increase import duties against the other. 
Argentina undertook to keep on the free list coal and all 
other goods then on it; to revert to the rather lower ‘‘ 1930 
tariff ’’ levels for certain other protected goods; and to 
discuss means by which ‘‘ the present position of United 
Kingdom coal in the markets of Argentina may be 
assured.’’ In return the British Government agreed to 
impose no new or increased duties on Argentine meat, 
bacon, hams, wheat, linseed, maize, or quebracho extract; 
and no quotas on wheat, maize, linseed, bran and pollard, 
sharps and middlings, raw wool, premier jus, unrefined 
tallow, horse hair, casings and quebracho extract. 

Such was the essence of the eement. What have 
been its effects? The effects of the trade, as opposed to the 
exchange, provisions are difficult to estimate exactly; for 
the Agreement came into effect almost contemporaneously 
with the devaluation of the Argentine peso in December, 
1933- That devaluation led to a general economic recovery 
in the Argentine, and an expansion of exports and imports. 
Trade with Great Britain increased as the total increased. 
If the ‘‘ Roca ’’ Agreement had had any pronounced effect, 
however, there should have been an increase in the propor- 
tion of Argentine’s total trade conducted with the United 
Kingdom. It is difficult to draw a hard-and-fast conclusion 
about the percentage of Argentina’s total foreign trade with 
Great Britain from the official trade figures (given in the 
articles on pages 6, 7 and 8, since import es are given 
in “ tariff values,’’ which vary, sometimes widely, from the 
‘real values’’ paid by the Argentine importer in 
“‘ national money,’’ i.e. paper . As to the 1935 
official export , Toughly one-tenth of total exports 
are ‘‘ for orders ’’ whose destination is not established until 
some months after the end of each year. In effect, the 

ment has enabled Anglo-Argentine trade to take its fair 
share of the advantages of that devaluation. Otherwise the 
principal, though unforeseen, effect of its trade provisions 
has been to restrain Mr Elliot from raising the price of meat 
at the expense of the British consumer beyond a certain 

int. 

PMAt the same time it cannot be doubted that the British 
creditor has received definite benefits from the Agreement. 
The maintenance of the volume of Argentine exports to 
Great Britain was in itself important for this purpose, since 
only by exporting can Argentina obtain the neces- 
sary to pay the interest on her debt. And the exchange 
provisions of the Agreement enabled debts owing to British 
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creditors, but frozen in re omnes to be paid by means of 
a new issue of bonds made by the Argentine Government. 
To some extent, therefore, the British investor has bene- 
fited under the Agreement. The Government bondholder 
has obtained prompt and full payments. The railways, 
and other British companies operating in the Argentine, 
have been able to remit more funds home, in sterling, than 
would have been possible in the absence of the Agreement’s 
exchange provisions. As we show, however, in a subse- 
quent article on ‘‘ Argentina and the Investor,’’ the com- 
panies have, owing to the depreciation of the peso, and 
the fact that they are capitalised in sterling, been involved 
in heavy exchange losses in respect of the remittances which 
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they have attained. To some ; 
investor has himself assisted in the process : 
‘* frozen "’ balances by way of British subscriptions to the 
‘* Roca Loan,’’ which followed the Agreement, and to | 
stocks set up under the skilfully organised Bond Trust, 
which is described on page 14. is 

The Agreement came into force on the date of the ex- 
change of ratifications (November, 1933). It remains in 
force for three years ‘‘ and thereafter unless their con. 
tracting party shall have given notice of termination to the 
other, through the diplomatic channel, it shall remain jn 
force until the expiration of six months after the date on 
which notice of termination is given.’’ 






















ARGENTINA’S FOREIGN 


ARGENTINA’S main flow of income arises from the sale 
abroad of certain primary products, principally grain and 
meat; therefore the seasonal circumstances ruling in inter- 
national markets for these products constitute the domina- 
ting factor in her economy, and in the past have particu- 
larly affected the exchange value of the currency. 
Argentine policy has been to endeavour to avoid a carry- 
over of grain from one season to the other, and, probably 
quite rightly, has given foremost consideration to up- 
holding the agricultural industry. For this reason, the 
authorities have in the past been content to see the 
exchange value of the peso deteriorate if this has been in 
the interest of the grain export trade, even if it meant 
a higher charge for debt services and other remittances 
abroad. In these circumstances and in the absence of a 
central banking system able to operate with large gold 
balances, the history of Argentine exchange was for many 
years characterised by frequent and sharp fluctuations in 
exchange. The variations in the supply of foreign ex- 
change available in the Argentine market can be seen from 
the following table, which shows the figures for the 
“boom ”’ year 1919, the “‘ good’’ year 1929, and five 
recent years: — 


Imports Exports Export surplus 


(Thousands of paper pesos) 
SE 1,490,392 2,343,103 852,711 
TE eneewebenedesbone 1,959,085 2,167,600 208,515 
I: :6bdsabncdagagnant 1,173,828 1,455,815 281,987 
ae 836,264 1,287,782 451,518 
eK 897,147 1,120,841 223,692 
WU | Ricdncschonadccted 1,109,932 1,438,434 328,502 
BOSS c.nccccccccoces--s 1,176,081 1,542,373 367,392 


Control of exchange in Argentina has now, however, been 
operative since October, 1931. Control was carried further 
by the novel system introduced towards the end of 1933, 
the principal feature of which was its correlation with the 
scheme for supporting the more important basic industries, 
particularly agricultural and pastoral. Coupled with this 
control—which, through the system of import licences, 
holds a tight rein over the volume of imports from any 
particular source—is the fact that the Central Bank with 
very large gold reserves is now operating, so that the vir- 
tual official control of the exchange rate seems to imply 
that only such sharp fluctuations may occur in future as 
accord with Government policy. 

The present system of exchange control, which, as 
already mentioned, was introduced at the end of 1933, 
arose from the fact that the former system was unable to 
correct the permanent disequilibrium in the balance of 
payments. It was also apparent that, failing a recovery in 
grain prices, some form of subsidy to the agricultural 
interests would be necessary. In view of this, the official 
buying rate of exchange was fixed—i.e. first at 18.36 pesos 
per 100 French francs, and later, in January, at 15 pesos 
ond {1—representing a depreciation of about 16.6 per cent. 

e official selling rate was determined by importers’ 
demands, through a system of open tenders. 

Since November 29, 1933, there have been two recog- 
nised exchange markets, the “‘ official ’’ and the “‘ free,’’ 
and three rates of exchange, the “‘ official buying rate,’’ 
the “* average tender ’’ and the “‘ free.’”” The “‘ official ’’ 
market is subject to the direct control of the Exchange 





EXCHANGE PROBLEM 


Office, to whom must be sold, through the banks or other 
authorised dealers, at the basic rate of I5 pesos per 
sterling, or the equivalent for other currencies, all 
representing the f.o.b. value of ‘‘ regular ’’ exports of 
Argentine produce (with the exception of wool and a few 
other exports, which are given a special concession), these 
representing approximately go per cent. of the total exports 
of the Republic. The amount of foreign currency so 
accumulated each day is, on the succeeding day—after 
provision has been made for Government requirements— 
put up for tender by applicants holding the necessary 
Exchange Control permit, the resulting average rate being 
known as the ‘‘ average tender’’ rate. The “ free” 
market operates in exchange arising only from sources 
other than the ‘‘ regular ’’ exports of Argentine products, 
and this exchange may be dealt in freely without the inter- 
vention of the Exchange Control Commission. On 
January 2, 1936, the system of tenders was modified and 
the task of fixing the exchange rates for the day in accord- 
ance with market requirements was delegated to the Banco 
Central. On that date the sterling rates were as follows: 
Official rate—buying 15, selling 17.02; and free rate 18.27. 

It may be noted, with regard to the relation between the 
peso and other currencies, that Argentina’s favourable 
balance of trade has increased from $m/n 224 millions in 
1933 to 329 millions in 1934 and to 367 millions in 1935. 
This must have tended to place the balance of payments 
on a firmer basis. 

The machinery thus set up resulted in a new source 
of Government profit, derived principally—apart from 
sales in the ‘‘ free ’’ market—from the margin between 
the buying and selling rates in the official market. In 
fact, large sums accumulated in this Exchange Profits Fund 
—the percentage margin between the official buying and 
selling rates, for example, during the first nine months of 
1935 having averaged about 13 per cent. Part of these pro- 
fits has been utilised as an Exchange Equalisation Fund, 
while for the most part the balance has been devoted to 
subsidising the chief national producing industries by ensur- 
ing basic minimum prices. The total exchange profits accru- 
ing to the Government from the inception of the scheme 
up to August 15, 1935, were 197.8 million pesos (say, + 
millions sterling), of which sum 69.5 million pesos (£3: 
millions) were transferred to the Treasury towards meeting 
Public Debt Services. The remaining funds were ¢ 
bursed as to 9.1 million pesos to the Grain Regulating 
Board, 3.1 million pesos to the Dairy Board, 300,000 Pe 
to the Cotton Board, and 3 million pesos to the Cattle 
Board, the balance of 112.8 million pesos remaining a§ a” 
Exchange Equalisation Fund. ted 

When the new system of exchange control was adopted, 
a further innovation was a system of import licences, 
importers being obliged to secure prior exchange pe 
mits in order to ensure being able to effect remittances 
through the official exchange market. The degree of pote 
ment control over the import trade was further tightened ip 
April, 1935, by the establishment of a surcharge 2 © 
free exchange market of up to 20 per cent. on the o of 
‘‘ average tender ’’ rate to be levied on all imports it 
merchandise not covered by a prior exchange of this 
being stipulated that the monies received by reason 
surcharge should also be transferred to the Foreign Curren- 
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ies Fund. The effect of the surcharge was to place a 
chet upon imports into from countries—such 
as the United States and + menage no Trade or 
Payments Agreement with tina, and pa ts for 
which had in any case to be effected mainly the 
free exch market. Imports from Japan rose ly 
in 1935, their value increasing from 12.8 million pesos, or 
2 per cent. of the total imports in the first eight months of 
1934, to 31 million pesos, or 4.3 per cent. in the corre- 
nding period of 1935. Imports from Great Britain into 
the Republic are protected from the application of the 
surcharge by the working of the Roca Agreement, and 
exchange for them is promptly available through the official 
exchange market. BE 
Over and above the utilisation of exchange profits to 
subsidise national industries, it now appears to be the 
Government’s intention to expend part of these funds upon 
public works ‘ directly benefiting the agricultural com- 
munity,’’ a Bill having been approved at a recent session 
of the Argentine Senate to authorise the nditure of 
million pesos from the Exchange Profits Fund on the 
establishment of a chain of grain elevators throughout the 
country. Apart from maize, which is a later crop, this 
year’s grain harvest will certainly be distinctly lighter than 
last year, and, unless the rise in prices is sufficiently strong 


It is believed that Great Britain will continue to enjoy 
the preference in the allocation of ex 
her under the terms of the Anglo-Argentine Trade Conven- 
tion (the Roca Agreement). This Agreement may be 
reviewed by either party in or after November, 1936, but 
it is held in responsible quarters that successful negotia- 
tions will be concluded for its extension, while, at the same 
time, satisfying the equitable requirements of the British 
Dominions. The trend of trade between Argentina and 
Great Britain is examined in another article. We need 
only say here that Great Britain’s share of Argentine 
exports was 37 per cent. of the total in 1933, 39 per cent. 
in 1934, and 33 per cent. in the first rr months of 1935. 
Argentine imports —_— Great Britain were, for the above 
years, 23 per cent., 26 per cent. and 25 cent. respec- 
tively. it would ap from these figures that an arrange- 
ment calculated to satisfy the needs of both countries had 
proved of mutual benefit. 





PUBLIC FINANCE 


THE success with which Argentina has surmounted the 
economic difficulties which beset her as severely as any 
country dependent on primary products, is largely due to 
the firm steps taken to deal with her public finance. As 
might be expected in a country where civilisation is essen- 
tially European in character, the Government has applied 
the more orthodox financial remedies in preference to 
experiments in the New Economics. 

When the present Government came into power it had 
not only to deal with problems raised by the world depres- 
sion, but also with a formidable legacy from its prede- 
cessors of unbalanced budgets, unpaid civil servants and 
an unwieldy floating debt. Throughout the depression the 
National Government of Argentina has remained one of 
the few debtors who have never asked for favours in 
respect of their external debts. 

Any fall in world prices immediately affects the Argen- 
tine national revenue, since the community obtains a 
smaller income for its efforts and is forced to curtail its 
purchases. As the revenue used to be largely based on the 
yield of the import duties, a reduction in imports due to the 
poverty of consumers leads directly to a severe contraction 
in revenue. 

Moreover, currency fluctuations affect the expenditure 
side of the Budget, since about half the public debt is 


expressed in foreign currencies. The increased burden of 
the debt, due to the rise in its cost in Argentine currency, 
has been the main preoccupation of successive Finance 
Ministers in the last few years. The effect of exchange 
rates on the Budget has thus influenced the whole 
exchange control policy of the Government. The main- 
tenance of the peso at a high value was needed to lighten 
the burden of debt service, and the consequent overvalua- 
tion of the led directly to the formation of large 
blocked balances awaiting remittance. On the other hand, 
to let the exchange fall headlong would not have increased 
Argentine exports much owing to the inelasticity of world 
demand for Argentine products. 

This problem has been partly solved by a series of 
successful conversion operations. In 1932 the price on the 
Bolsa of the $m/n 1,293,300,000" 6 per cent. National Gov- 
ernment Internal Bonds fluctuated between 79 and 89}; 
to-day, thanks to the internal conversion operation of 
1933, there are no 6 per cent. Internal Bonds, and the 
$m /n 1,430,000,000 5 percent. Bonds are quoted in 
Buenos Aires at about 964. In addition, in the past two 
years it has been possible to issue locally $m/n 125,000,000 
43 per cent. Bonds, partly to provide funds for the repay- 





* $m/n denotes Argentine PaperjPesos (Pesos, Moneda Nacioral). 





NATIONAL REVENUE AND EXPENDITURE, 1929-35 













































































(In millions of $m/n) 
Surenvervas 1929 | 1990 | 1931 | 1932 | 1993 | 1994 | 1935° Revexve 1929 | 1990 | 1931 | 1992 | 1999 | 1994 | 1995¢ 
Covered in cash : I. General Revenue 
General administration | 487-5 | 511-0 | 467-4 | 413-2 | 408-3 | 417-7 | 463-4 Customs and port dues | 426-2 | 352-4 | 313-5 | 286-1 | 305-0 | 297-9 | 322-8 
Public debt............... 205-5 | 231-7 | 236-8 | 288-0 | 286-9 | 254-8 | 226-3 Internal taxes ......... 118-1 | 106-6 | 108-1 | 150-8 | 120-9 | 130-4 | 115-0 
Social services ......... 43-5 | 33-5 | 27-2| 26-3] 23-1] 24-7] 26-4 Land taXscc...scscecenc+es 141] 14:4] 14:8] 147] 14-7] 15-3] 15-8 
Special accounts... 10-6} 1393] SS] 45] 58] 13-1] 19-2 Sales tax (patents) 12-6} 12-3| 128] 13-0] 11-9] 11-9] 12-5 
sora, Education 97-0 117-2 93-7 87-5 90-4 95-5 107-0 —_ ps A scandnnaeneanint 44:0 42-4 45-0 rd "4 } 4 72 
Ee ne il :. i. sak 15-0 BOOME LAK weeecvevees | sg] 4] Si] 5) 73-0 
Total........... . . . . . : Receipts from autono- 

. al. cae 844:1 | 906-7 | 830-6 | 819°5 | 814-5 | 805-8 | 8573 soeipts from au tone- Ms a 25-0 12-2 1s #3 3 
blic works ............ 170-4 | 158-3 | 74:7] 41-2] 68-4] 119-0] 120-0 Posts and ms 41-7 : . . . : . 
Armaments... 179} 26-4} 11-:7| 92] 89] 9-0] 25-0 Financial | 27-6} 20-2) 31-6] 34-9] 33-4] 35-2] 40-0 

etait pt aa 5-6 | 13-2] 13-1] 13-3 8-0 S$ revenues ....| 35°3| 20°5| 64-6] 44-8] 49-2] 22-8] 50-1 
Special expenditure... | nee ic sa 18-3 | 30-7 48 of Education 37-6 | 35:7] 29-6] 36-8] 35-8| 43-0| 33-6 
Tisai seas . ; 0 -6 | 108-7 | 172-0} 157-8 Dalia rin tamsiaie 757-2 | 655-6 | 691-8 | 763-4 | 758-8 | 750-3 | 808-9 
_— whl ‘Snes ” II. Allowances on Gen: 
eral Revenue —0-7 —1:0 | —2-7 | —2-9 | ~—2-6| —4-0 —~4-0 
III. Special accounts 9-1 9-5 7-8 6-9 | 14:5 | 36-9 4:0 
IV. Social services ...... 30-6 | 27-4| 27-9| 24:7| 23-3| 25-2) 26-4 
Grand total ....... 1,082-4 |1,091-4 | 922-6 | 883-1 | 923-2 | 977-8 | 1,015-1 Grand total ....... 796-2 | G91-S | 724-8 | 792-1 | 794-0 | 908-4 | 877-3 
nitnXOT?— Unlike the 1935 included the total expenditure for the Council of Education. The figures for years given above differ from thone 
available, as they have adjusted and t up to date in order that they may be comparable with those given for 1 * Provisional figures. 
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ment of external debt. The latest issue of Internal 4} per 
cent. Bonds was made at a price of 86.70 per cent. 

The conversion of the 5 per cent. sterling debt into 
4% per cent. Bonds has also made a most important contri- 
bution to the relief of the Budget. The total service 
requirements in 1933 for the 5 per cent. Loans converted 
amounted to approximately {£2,120,000, whereas the 
annual service requirements of the 44 per cent. Sterling 
Bonds are £685,000. 

In addition to the change caused by these conversion 
operations the constitution of the Argentine National Debt 
has been materially vey wees Jy. e past work sary wl 
a policy of repaying the floating debt or conv it into 
vt mere th Lendl Seatanie ing with the issue of the Patriotic 
Loan in 1932. The process was, of course, materially 
assisted by the receipt by the Government of the peso 
proceeds of the various ‘‘ Unblocking Loans ’’ issued 
under the Roca-Runciman and other trade agreements, 
and finally by the revaluation of the gold holding of the 
Central Bank which began operations in May last. The 
bonds issued in foreign currency in this way amounted to 
some {14 millions sterling, 100 million Swiss francs and 
39 million lire in the form of 4 per cent. bonds with a § per 
cent. sinking fund due to begin in 1939, and some United 
States $27 millions nominal in serial bills falling due 
monthly over a period of 15 years. 

A comparison of the National Debt at the end of 1930 
and 1935 is given below: — 

















1930 1935* 
/n. $m/n. 
Consolidated Debt : 

I al litem nile tundeh 1,100,400,000 2,266,100,090 
External (taken at par of exchange)t ............ 1,162,500,000 1,222,700,000 
2,262,900,000 3,488,800,000 
Bonds held by the Government................... 48,800,000 140,000,000 
2,214,100,000 3,348,800,000 
PID ck nccccnsnsintginbeessboqisonneninesenctibont 1,114,700,000 100,000,000 
3,328,800,000 3,448,800,000 











* Provisional figures. 

+ Including the Argentine Government internal loans of 1907, 1909 and 1910, which 
were payable in foreign currencies at a fixed rate of exchange and which were converted 
into sterling loans. 


The service of the debt, however, is only part of the 
Budget as a whole; and though the conversion operations 
have contributed powerfully to the balancing of the Budget, 
efforts have also been made in other branches of expenditure 
and in revenue. The success which has attended these efforts 
can be seen from the statistics for the last seven years. The 
figures can be summarised as follows : — 








(In millions of paper pesos) 
Expenditure] Deficit or [| Deficit on Total 

Years Receipts | covered in | Surplus on | Bond Issue | Deficit or 

Cash Cash Budget} Budget Surplus 

BD ceponnnineanennenantn 796-2 844-1 — 47°9 162-6 —210-5 
MEET cuthoninanesedbonnes 691-5 906-7 —215-2 113-2 —328-4 
Se ees 724-8 830-6 —105-8 0-6 —106-4 
792-1 819-5 — 27-4 see — 27:4 
SET Sntanditentdiiaoncns 794-0 814-5 — 20-5 — 20-5 
_ we 808-4 809-0 — 0-6 —- 06 
NE sihoniiimaatnnnéaone 877°3 857-3 + 20-0 + 20-0 




















* Provisional figures. 


The surplus of 1935 is due to the considerable increase in 
the public revenues, which realised $73 millions more than 
the Budget estimates. The surplus was used to reduce the 
floating debt. 

In addition to achieving the main object of budgetary 
equilibrium, the Government has also taken the opportunity 
of tackling other rather unsatisfactory features of the 










Budget, such as the deficits of various autonomous bodies | 
whose expenses are not necessarily reviewed by Congress 
Thus in 1935 the total expenditure on education 
greater part of that on pensions have been included | 
cash portion of the Budget, instead of allowing 

be covered partly by bond issues, as has been done in 
past. It is the intention that in 1936 the expenditure 
the other autonomous bodies will appear in the 
Budget, with a view to securing a more effective control 
this side of the public expenditure by Congress and public 
opinion. 

"other interesting fiscal developments of the last few 
may be mentioned, such as the imposition for the first time 
in 1932 of a small income tax, which is at present at the 
rate of 5 per cent.; the accumulation of a substantial Ex. 
change Fund; the adoption in October last for the first time 
of the practice of offering Treasury bills for public tender jn 
Buenos Aires. In the past such Treasury bills have been 
offered and were placed privately from time to time with 
the banks. The rate accepted at the last tender was 3 per 
cent. per annum for the 90-day maturity. 

No account of public finance would be complete without 
mention of a piece of legislation passed in December, 1934, 
which is of outstanding importance as well politically as 
economically in the history of Federal Governments in 
general and of Argentina in particular. One of the dis- 
advantages of a Federation of States is that the Central Gov- 
ernment is responsible for many services for which it levies 
taxes, while the constituent States of the Federation are 
also obliged to levy taxes on their citizens to meet their own 
expenditure. Not only does this tend to inequality of taxa- 
tion between province and province, but it means, in 
Argentina, that certain things, such as cigarettes, tobacco 
and alcohol, have been taxed twice over: once by the 
Federal Government and then again by the Provincial Gov- 
ernment. Under the law for the Unification of Taxes, the 
Provincial Governments give up their right to levy taxes 
on commodities which are already taxed by the Federal Gov- 
ernment, in return for block grants. It has been arranged 
that adhesion to the scheme by the Provinces shall last 
for twenty years, with the possibility of extension for a 
further ten years. All the Provinces have now adhered to 
this scheme, and since the Provincial taxes affected took the 
form of excise duties, the scheme constitutes an important 
step towards free trade within the Federation. Moreover, 
the terms of the law itself ensure that the Federal Govern- 
ment shall exercise a beneficent influence over the borrowing 
policy of Provincial Governments. 

Having achieved a Budget surplus, the Government has 
considered that, rather than increase expenditure, it should 
reduce the burden of taxation in order to give a greater 
stimulus to the economic recovery of the country. Pre 
posals have been made to Congress for the abolition in 
1936 of several taxes and the reduction of others, and this 
will benefit a considerable portion of the smaller taxpayers. 
These measures have already been put into operation pro- 
visionally pending the approval of Congress. 

It seems, therefore, that Argentina has negotiated the 
troubled waters of the last five years with a considerable 
measure of success and that calmer seas have now been 
reached. In solving the problems which have confronted 
it during this period the Government has been faced, in 
addition to internal difficulties, with the obstacles set Up 
by the very rapid growth of tariff barriers in Europe. 
movement seems to be increasing rather than diminishing in 
intensity, but if Argentine Governments continue the 
policy initiated in 1930, without too much interference with 
production from the rather numerous official 
sain, there seems to be no reason to be depressed about 

e future. 


FskF 


HB 




















FABER sR RSS 


$8 RES SR YESS 


S82 se 


a 


sekata Ss F8 5 


SHEE F38EF 


SS 38Es 


a8 


BREREES 





THE ECONOMIST 





February 8, 1936 


a) 


BRITISH RAILWAYS IN ARGENTINA 


Or the 40,000 kilometres of public railways in the Argen- 
tine Republic some 26,000 kilometres, or about five- 
eighths, are British-owned. Some idea of the significance 
of this huge foreign investment may be gathered from the 
following table, which summarises the capital accounts of 
the eight British companies: — 














Capital 
Length of 
Track | Debenture 
and other |Preference | Ordinary | Total 
Obligations 
£°000 ‘000 000 ‘000 
Great Southern® ......:.004 8,168 | 34,728 6,100 $000 £ 
Central Argentine ........... 5,993 27,435 14,696 71,129 
©, -cnsedsvedecdsvccenetecde 4,524 33,487 6,325 10,000 49,812 
B.A. Western.......sseeseeeee 3,098 11,250 2,852 17,348 | $1,450 
1,960 14,163 Nil 6,262 20,425 
I. nis beoddenetearboots 1,044 _— ee } ba 
Argentine N.E..........-++00+ 6 
Ps abiclbeeals 178 1,198 500 7 Tae 
WG sila cthisasdetiies 26,178 | 129,620 | 43,207 | 99,510 | 272,337 




















* Including leased lines. 

Like most other railways all over the world, the Argen- 
tine railways have suffered intensely from the twin factors 
of growing road competition and prolonged economic de- 
pression, which have enormously reduced their receipts 
while at the same time preventing a proportionate diminu- 
tion of their working expenses. Thus, taking the country 
as a whole, gross receipts in Argentine currency fell be- 
tween 1929 and 1933 from $591,606,000 (paper) to 
$405,642,000, a decrease of some 31 per cent. Expen- 
diture, on the other hand, only diminished by some 22 per 
cent., with the result that net receipts decreased during the 
same period from $165,296,000 to $75,025,000, a fall of 
more than 50 per cent. 

This comparative inelasticity of expenditure forms a 
striking contrast with conditions in the United States, for 
example, where, in spite of a falling off in traffic receipts 
considerably greater than that which has taken place in 
Argentina, it has been found possible to reduce expenditure 
very considerably. In addition to this enormous diminu- 
tion of their earnings in Argentine currency, the British 
companies have had to face a further loss as a result of the 
depreciation of the peso as a consequence of the crisis. 
Instead of paying $11.45 for every {1 worth of materials 
purchased from abroad, they have been forced to pay 
somewhere in the neighbourhood of $17, and instead of 
receiving {1 for every $11.45 of their net receipts, they 
have had to remit their earnings at a rate which recently 
has varied between $17 and $18.80 to the {x. The result 
has been that the total loss on exchange suffered by the 
British companies during the year 1934-35 has amounted 
to over {4,000,000. The disastrous effect of these various 
factors on the British investor in the securities of Argentine 
railways is discussed in a later article. 

The following table shows a comparison of the working 
results of the four largest British companies during the 
years 1928-29 and 1934-35:— 


Worxinc Resutts oF Four LarGEST BriTIsH RAILWAYS 




















(000’s omitted) 
1928-9 | 1934-5 
IY iiseire dine. sepentlectescomapiieiniiiaio’ £ 9,149 6,555 
SP EUMINIIIT ‘stccpsi'soinpinipoouehpssactenctiarsteamniontegieia 149,852 128,914 
pO MROMBAS cochicceccccccbnienscesed asbddindebsendocsnatod 2,511 1,819 
SE EUIIIIION, ws 20earoieoensesesnanscarhsetesspacasesanptohovosentini t| asia 17,812 
sees goods tFOfC vonvvvvscvevnrnneessensee Misisbonsns tons #6478 20 608 
No, of animals es | ato | raat 
POU ape vense chic odanethsicbidissrctnisnces ccnutioond £ 2,072 1,995t 
Total railwa: i 1 30,575 
Expenditure wonstrecccnnnnncnccnnnnnned | maar | 2340 
Net ; 
Rechengn dibeeeys|  | e 
I iis wicenticbivsiiccisabyinte odeashib:ncclea cheipoallaaa’ £ 13,163 4,332 
Dividends : 
RIE BON a a 4.240 3,716 
- —aeaeaimennaomemcatermmmne | i i. 











a7 
Includes, for the Central Argentine, certain Government traffics not included in 1934-5. 
+ Includes, for the Central Argentine, certain Government traffies not included in 1928-9. 


An examination of these figures shows clearly how net 
receipts have diminished quite disproportionately to the 
amount of traffic carried, with the result that a earn- 
ings per unit of work done have steadily dwindled. Ex- 
penditure, on the other hand, has remained comparatively 
inelastic, chiefly owing to labour conditions, and the work- 
ing ratio of all the lines consequently risen. It has also 
to be borne in mind that the sterling net receipts have 
suffered in addition the ex loss on transfer of remit- 
tances. Operating ratios are compared in the following 
table for 1928-29 and 1934-35: — 


PERCENTAGE Ratio oF EXPENDITURE TO RECEIPTS 











Operating Ratio 
Railway 
Year 1928-29 Year 1934-35 
% % 
Southern and leased lines ..............csccseseceeeee 67-00 69-10 
Central Argentine.............ccersserceceseseneeerses 68-89 72-56 
FR eiiestubsonteahiparconngietibénanbenmneasinvnsaiblicwde 70-46 74°85 
gE ITS ERS TEESE LE RE TEE 65-55 83-94 
Cordoba Central .........c.ssccssscsesecssenseeecaseeees 74°39 88-03 
BBUBW TIGS. 00-2 00ercrecrerercccecoresosescosssencnscenoee’ 63-93 80-24 
Argentine North Eastern ............c.sssecsseeeesees 70-52 79-37 











The railways claim that another factor preventing a 
greater reduction in working expenses has been the insis- 
tence of the Government, through the National Directorate 
of Railways, on the maintenance of a standard of public 
service which is in some respects more exigent than that, 
obtaining in any other country in the world and on the 
application of a minute code of rules and regulations, many 
ot which are admittedly out of date. Thus, for example, 
the obligation to provide through sleeping-car and dining- 
car facilities on lines and branches where they are not 
economically profitable has unquestionably increased very 
considerably the cost of working. 

There can be no doubt that the chief obstacle to the 
reduction of expenditure has been the inelasticity of labour 
costs. In the period of prosperity before the great depres- 
sion the railways agreed to a scale of wages and a regime 
of labour conditions, which, however appropriate to the 
times for which they were designed, have become exceed- 
ingly burdensome in the changed conditions of the post- 
crisis world. The labour unions in Argentina are strongly 
organised, and they form a compact body whose political 
influence no Government can afford to ignore, with the 
result that they have been able to oppose an exceedingly 
effective resistance to all attempts at any downward 
adjustment. 

In 1931 the railways agreed, in order to help the Govern- 
ment to cope with the problem of unemployment which was 
then threatening to become really serious, to a convention 
under which they bound themselves to resign their right to 
dismiss superfluous labour, in exchange for certain conces- 
sions in respect of wage rates, which were to be based on 
the level of gross receipts. In 1934 the unions, profiting 
by a slight rise in the receipts of the companies, pressed 
for a restoration of these reductions and, on a deadlock 
being reached, the matter was finally submitted for arbitra- 
tion to the President of the Republic. As a result of his 
award a fundamental change was made in the nature of the 
wage reductions, which were treated not as “‘ cuts ’’ but as 
‘* retentions ’’ to be repaid out of profits. In determining 
the profits under this award, allowance is made for deben- 
ture interest as a working expense but not for interest on 
bank loans or preference dividends. The profits so deter- 
mined are divided between the shareholder and the worker 
in proportion, respectively, to the loss incurred on ex- 
change in remitting debenture and mortgage interest, and 
to the total retentions of wages. The effect of this decision 


is in man anomalous; thus, for example, a com- 
cua like the ntral Argentine, in spite of the fact that it 


has been unable to pay any preference dividend, was 
obliged last year to make a complete restoration of the 
whole of its wage cut. On the other hand, a company 
whose capital is ‘‘ highly geared’ is enabled to retain 
more, just because its proportion of ordinary and 
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preference capital to debentures is abnormally low. Not- 
withstanding these disadvantages, the Presidential Award 
did, nevertheless, contain a clause which has proved of 
considerable assistance to the companies, inasmuch as it has 
enabled them to modify some of the more burdensome 
restrictions on the employment of labour, and after many 
weary months of discussion a new decree has been put into 
force which should in time enable the companies to make 
some economies. It must, however, be borne in mind that 
they are still hampered by the Agreement of November, 
1931, which prohibits them from dismissing redundant 
staff. 

Nor has the problem of competition from other forms of 
transport (Government-owned railways, road and water) 
yet been seriously tackled. A Bill designed to regulate road 
and water transport was considered by Congress last ses- 
sion, but in the course of its procedure through the Lower 
House it was modified in such a way as to impair much of 
its usefulness, through the complete exemption of the 
owner-driver, and the press of other business did not per- 
mit of its consideration by the Senate before Congress 
adjourned. Presumably it will be brought before the 
Upper Chamber in the summer session, but the political 
outlook is so uncertain and the opposition of vested in- 
terests is so strong that its eventual progress to the Statute 
Book is as yet by no means a foregone conclusion. Mean- 
while the rigour of competition, on the roads in particular, 
continues unobstructed, and the big road building pro- 
gramme pursued by the Government with the intention of 
combating unemployment is gradually extending the range 
of the omnibus and the lorry. As in most other countries 
where this form of competition has been permitted to con- 
tinue without regulation, the road vehicle is progressively 
skimming the cream of the traffic to the detriment of rail- 
way revenue—a result which is quite clearly indicated by 
the marked decline in railways receipts per ton and per ton- 
kilometre. 

But from the financial point of view the question of 
exchange is of the utmost importance to the railways; and, 
clearly, it raises in the most acute form the whole issue 
of the Anglo-Argentine trade relations as defined in the 
Roca-Runciman agreement, which falls due for re- 
newal this Autumn. It is obvious that in the long run 


the ability of the Argentine economy to meet in terest ne 
ments on British capital invested in the Argentice Pads 
depend on the surplus of British purchases of i 
products over the Argentine purchases from Great Bri 
Any attempt therefore by the British Government to 
cut down imports of meat or other agricultural 

from Argentina must result in a diminished p by 
Argentine citizens of British manufactures and/or a 
diminution in the interest payments on British can; 
invested in the Argentine. If, therefore, the British Goy. 
ernment intends to take the interests of the Argentine 
railway shareholder seriously in the forthcoming 
tions, it must be prepared to make concessions to the 
Argentine exporter; otherwise the Argentine Government 
will be in a position to plead force majeure, and i 
opinion in Argentina, which is growing increasingly hostile 
to foreign capital, will be less than ever inclined to 

any measures designed to assist the railways in their di 
culties. 

As things stand to-day the Argentine Government is 
faced with a sufficient number of political problems of a 
domestic nature to render it chary of courting any more 
opposition than is absolutely necessary from any powerful 
section of public opinion, and it has to be recognised that 
foreign-owned public utilities, just because they are 
foreign-owned, are apt to be unpopular—a characteristic 
phenomenon of post-war nationalism by no means con- 
fined to the shores of the River Plate. 

On the other hand, it is equally true that a large section 
of responsible opinion, including the President himself, 
realises the gravity of the railway situation and is anxious 
to apply remedial measures—as is shown by the report of 
the Special Commission appointed by the Executive Power 
in 1934 to examine the position of the railways, which was 
published in the Spring of last year. The recommendations 
contained in that report would, if they were carried out in 
their entirety, enable the companies to obtain a really sub- 
stantial improvement in their position—indeed, it would be 
difficult to imagine a fairer or more far-sighted treatment 
of the railway question. But from paper to practice is a 
long step, and it would hardly be an exaggeration to say 
that the real key to the problem lies not in Buenos Aires 
but in London. 





ARGENTINA AND THE INVESTOR 


IN common with the British Dominions, but in sharp con- 
trast with other producers of primary commodities, Argen- 
tina has an unblemished record in meeting her direct 
obligations during depression. Her credit, consequently, 
stands high. Thanks to the issue of Government Bonds in 
1933 for funds awaiting remittance, Argentina was relieved 


of a substantial part of the exchange burden which has 
afflicted pastoral economies the world over. Following 
this arrangement, a new system of exchange control was 
introduced, whereby exchange, arising from the proceeds 
of certain exports, was surrendered to the authorities at 
15 pesos to the £ and allocated among importers and other 


remitters. Included among the latter are the British-owned 
railways, whose exchange has cost about 17 pesos to the 
£ recently. 

Whatever criticisms have been levelled against this 


system, it has undoubtedly benefited the security of the 
Argentine bondholder, who obtains special recognition under 


the ‘‘ Roca ’’ Agreement. Since 1933, Argentine exports 
to this country have steadily increased, and the security 
of the sterling loans has been correspondingly enhanced. 
The direct debt burden of the Republic at the end of 1935 


amounted to $3,448.8 millions paper. Of this total, only 
$100 millions consisted of floating debt, and of the balance 
$2,266.1 millions was held internally and $1,222.7 millions 
externally. Some $140 millions was held by the Govern- 
ment at that date. The service on the public debt is now 


put at $226 millions. This requirement is covered between 
three and four times by the ordinary revenue. The charges 
have been reduced considerably during recent years by 
internal and external conversion operations. In the Lon- 
don market the Republic refunded {12.9 millions 5 per 
cent. bonds on more favourable terms in the second 
of 1934. Further conversion opportunities in the London 
market may be limited at present, but there is a consider- 
able amount of debt raised in New York in the middle 
‘twenties at 6 per cent. on which sinking fund provisions 
might be increased if conditions became favourable. _ 
Broadly, Argentina’s internal recovery is sufficient to 
justify a doubling of quotations for her direct loans since 
1933. In their special category, the ‘‘ A,” “ B and 
‘““C’”’ certificates of the United Kingdom and Argenting 
Trust also make a considerable appeal to varied investmen 
requirements. The Trust was formed in 1933 to P 
£7,156,100 Argentine 4 per cent. bonds, which were e 
changed for blocked pesos, and {5,367,075 of 3 asd 
cent British Conversion Loan. The “A” Certibcalts 
are a first charge on the Trust, and are being oe 
between 1939 and 1947 out of the redemption of the 
Argentine Bonds. Each {100 ‘‘ A’’ certificate 1s Dae® 
by {150 Conversion Loan, apart from {200 Argen wd 
Bonds, while the ‘“B” Certificates should be fully 
covered by Conversion Loan in 1940, after two en 
operation of the Sinking Fund. In 1953 the 
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Pricks AND YIELDS OF ARGENTINE GOVERNMENT, ProvinciAL 
anp Municrpat Stocks; Rattway Stocks anp RepresEntative 
InpustriaL Eguitigs. 
































1929-34 
WSS [Interest Mion | Fiat 
Stocks and Shares latest | rep” | Yield ° 
Year ’ ield % 
High | Low High | Low 1936 
Government, etc. s. d. 
4% Rly. Guarantees Rescission| 101 53 ot 98 4 100 f 0 0 
4% Bonds, 1897-1900......... 95§ | 393 | 97 85 4 61443 
% Conversion Loan ......... nh 96 88} 4y 92 | 41710 
4% Sterling Bonds 1933...... 93 904 93 844 4 92 14711 
U.K. and Arg. Convention 
Trust : 
4% “A’ certificates........ inst 105 4 107 3 15 6 
54% “ B" certificates ..... |... ee 1064 | 54 113 [418 3 
3% (max.)“*C” tes eee eee 84 75 3 82 313 2 
Provincial and Municipal 
3}% Buenos Aires (Prov.), 
tT rr 63} | 262 | 63}] 51 3} 61 | 516 8 
5% Buenos Aires (City), 
Beh sansovencecsreesdscuntitye 1003 | 40 | 101} | 933 5 100xd/ $5 0 0 
Railay Stocks 
B.A. Gt. Southern 4% deb.... | 90 47 88 67} 4 80315 0 0 
B.A. Western 4% deb.......... 883 | 444 872) 61 4 741590 
Central Argentine 5% deb... | 954] 46 | 84 st 5 7661611 7 
B.A. & Pacific 4% Ist deb... | 81 40 76} 4 78+ § 47 
B.A. Gt. Southern 5% pref. 96 28 79 51 5 7 6 19 10 
Do. 6% pref. | 112 27 774 | 40 3 5 010 
Do. L eccscoh f SOU 144 | 27 13} Nil 23 Nil 
B.A. Western 5% pref. ...... 94 35 763 54 5 71 6 19 10 
Do. 44% pref. ..... | 87] 25 | 68 | 35] 2 454 | 4 18 11 
CBG. ccccccccceeee 100 133 24 10 N 18 Nil 
Industrial Equities, etc. 
Forestal Land, Timber and 
Railways (£1)........s+eeseeee 31/9 | 3/24 | 20/- | 11/9 (a) | 23/6 
Leach’s Argentine Estates, 
SIT cxrcnscsncoetsag stots 3/9 | 144 | 8/9 | 4/12 | Nil | 8/- Nil 
Buenos Aires Town and Dock 
Tramways (£1) ......0000s00+s 10/6 | 1/ 3/6 | 1/9 1} 2/6 12 0 0 
City of B.A. Tramways} (£5) | 91/3 | 27/ 51/3 | 27/6 5 45/- jll 2 3 
Agar, Cross and Co. (£1) ...... 85/- 7/6 | 10/6 6/3 Nil 7/6 Nil 
Argentine Navigation (6) ..... |... w» | 23/6 | 18/1} 10 | 20/- |10 0 0/0) 
Harrods (Buenos Aires) ord. ‘ 
(15/-), fully paid.............. | 27/9 | 2/6 | 7/7} | 4/6 Nil 7/6 Nil 





¢t Now derives income from annuity ranking as first charge on net receipts of 
Seip iantion Tramways Co., Ltd. (a) Last dividends, 6} per cent. for 1930 and 
interim of 24 cent. on account of year 1935. (b) 10 per cent. rad pref. of 5-04 
pesos gold. Field calculated on 10 per cent. dividend. Dividend paid for 1934, 
8 per cent.; interim dividends for 1935 so far paid amount to 6 per cent. 





Certificates should be repaid at not less than {120 per 
cent. The 4 per cent. ‘‘ A’”’ certificates are thus tanta- 
mount to a gilt-edged security. The ‘‘ B’’ Certificates, 
which depend upon the regular provision of Sinking Fund, 
carry a cumulative 54 per cent. dividend. The ‘C’”’ 
Certificates are at present backed by {120 Argentine bonds, 
and carry only a non-cumulative 3 per cent. return, which 
has so far been regularly paid. Their attractions depend 
to a large extent on the prospect of capital repayment at 
£120 in seventeen years’ time. 


PROVINCIAL AND MUNICIPAL LOANS 


The finances of the Argentine Provinces have suffered 
fairly severely during the depression. The Province of 
Buenos Aires is of chief investment concern, but un- 
fortunately she has been unable to resume full service on 
her debt. Under the new plan, announced last August, 
sinking fund operations are suspended until 1941, and there- 
after resumed on a modified basis. Interest on all loans ex- 
cept the 1906-9 issue is to be permanently reduced, but will 
be payable in the contractual currencies. In compensation 
for these modifications, the annual sums attributable to the 
Province by the National Government for internal con- 
sumption taxes and the Provincial Land Tax are to be set 
aside in a special account for the bondholders. The scheme 
thus goes some way toward compensating bondholders for 
their sacrifice. 


Among the Argentine municipal stocks, the service of 
the City of Buenos Aires 5 per cent. loan of 1913-14 has 
been regularly met, and is secured on taxes collected by the 
National Government and earmarked for the purpose. 
Provinces and muncipalities in difficulties have, on the 
Whole, made reasonable attempts to adhere to their con- 
tracts, and where revision has been found necessary, it has 
been achieved by consultation with the bondholders’ repre- 
Sentatives, and not imposed as the unilateral will of the 


debtor. 
While the fortunes of the Republic are closely linked to 
movements in primary commodities, the strength of her 





internal economy has been found sufficient to cope with the 
sent a serious problem, and while nationalist sentiment 
appears to be yey, Se Government bondholder’s 
security should not be . The best Argentine issues 
may be held with reasonable safety, in moderate amounts, 
in any general olio. The links with this country 
are strong of long standing. Anything which may 
happen to weaken them seems under present conditions 
more likely to emerge from this country. 


ARGENTINE RAILWAY STOCKS 


The Argentine rail market, where British capital has, 
from the first, been of predominant importance, has made 
heavy weather during the depression. It has been stated 
that out of {277 millions of British capital invested in 
Argentine railways, {174 millions is earning no return, and 
the ordinary stocks of the four leading lines now stand at a 
fraction of their 1929 value. Internal recovery has been 
reflected in the volume of traffic and in peso receipts, yet 
the year to June last brought the unwelcome news that the 
B.A. Western and B.A. Great Southern Railways had de- 
cided to halve the dividends on their respective 44 per cent. 
and 6 per cent. preference stocks. 

Several factors may be advanced in explanation of this 
lack of recovery. The companies have been unable (as we 
show in a detailed review of the position on page 12) to 
reduce expenditure in pace with reduced receipts. 
Economies in working have been difficult, owing to the 
reluctance of the Government to permit alterations of service 
conditions which were involved. Additional labour charges 
have been imposed by the Presidential labour award, and 
although some increased labour flexibility is expected to 
result, it may not entirely offset increased wage costs. But 
overwhelming all these earnings problems is the problem of 
transfer of profits when they are earned. The gross profits 
of the railways from 1929-30 to 1934-35 (the last year being 
estimated) have been put at $656 millions. Out of this 
sum, $184} millions have been needed to provide for ex- 
change losses, since the railway accounts are based on 
sterling at par. 

Along almost every path, therefore, the railways are con- 
fronted with difficult problems. What the railways would 
most desire is greater scope for economical working and for 
the transmission of the net proceeds to stockholders. Until 
the prospect of a rapid improvement in any one of these 
directions can be more clearly discerned, the cautious in- 
vestor will doubtless limit his operations to the best deben- 
ture issues of the more prosperous lines, leaving marginal 
preference stocks, and a fortiori the ordinary stocks, for 
the coming of better times. 


ARGENTINE COMPANIES 


Among the industrial companies which operate in Argen- 
tina, whose shares enjoy an active market in London, 
it is possible to distinguish three main classes. In the 
first are the various pastoral and land concerns, many of 
which are now showing signs of slow recovery. Leach’s 
Argentine Estates and Forestal Land, Timber and Rail- 
ways have both shown moderate improvement in profits, 
although both are still far from real prosperity. Some of the 
smaller concerns, however, have fair dividend records dur- 
ing the depression. In a second group are to be found the 
shares of certain Buenos Aires tramway concerns, which 
have been affected by taxi and ‘‘ micro-omnibus ’’ competi- 
tion in the capital. In a third and more general group may 
be placed such companies as Harrods (Buenos Ayres) and 
its subsidiary, whose position is slowly improving; the 
Argentine Navigation Company, whose securities have been 
marketed in London comparatively recently, and the 
Piccardo Tobacco Company, which is also registered in 
the Argentine; and Agar, Cross, an established merchant- 
ing business which has encountered considerable difficulties 
since 1930. Although affected in varying degree, these 
concerns depend Sano upon the er rte of 
agricultural spending power and greater freedom of the 
exchanges. ir scope for improvement this year ma 
thus be determined by the effect of the current season’s 
crop prospects. 
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Waite Argentina was building up her capital equipment, 
it was natural that her borrowings should be made abroad. 
But as foreign capital has given her communications and 
helped to develop her potentialities, she has contrived to 
build up reserves, and a capital market, of her own. _ 

As is natural enough in an essentially primary-producing 
country, the greater part of Argentine capital is invested, 
more or less directly, in the land. The yields obtainable 
over long periods in the past have on the whole proved 
very satisfactory, and there is no inherent reason why they 
should not prove so again in the future, given even a 
moderate increase in the world price of foodstuffs. 

Such investment, in the case of rural estate, may either 
take the form of a direct purchase of property, or of the 
granting of a mortgage loan thereon, or else, of course, 
consist in the stocking or improvement of land already 
owned. Mortgages are customarily made either privately 
by individuals or by the mortgage section of the landowners’ 
bankers against a pledge of the land, or they may be made 
by the National Mortgage Institution, the Banco 
Hipotecario Nacional. This is an official institution which 
by statute has the power of issuing to a mortgagor a 
‘“* Cédula ’’ or bond, the interest on which is guaranteed 
by the National Government, for a nominal value equal to 
not more than 50 per cent. of the value of the property 
pledged by him. The mortgagor, to obtain cash, sells the 
Cédulas at the current market price on the Bolsa. The 
mortgagor has to pay the bank the service on the Cédulas, 
at present comprising 5 per cent. interest and 1 per cent. 
cumulative amortisation. He may repay his loan in whole 
or in part at any time by repurchasing Cédulas (which 
must be of the same series as those originally handed to 
him) and delivering them to the Banco Hipotecario for can- 
cellation. His debt is thus reduced by the nominal amount 
of the Cédulas so handed in. 

Another favourite form of real estate investment is the 
purchase of suburban land, either for immediate building 
development or in anticipation of eventual urban expan- 
sion. Indeed, at various periods, notably in 1909-10, there 
have been veritable booms in suburban estate, but these 
have of course been largely speculative in character. At 
the present time there would appear to be a slight revival 
of interest in this type of investment. 

A third type of investment which, among private 
capitalists at least, is to-day perhaps the most popular of 
all, is the purchase and exploitation of urban properties. 
The yields initially obtainable on office and apartment 
buildings present at first sight considerable attraction, but 
the investor has always to be particularly careful to see 
that proper depreciation is charged. 

The successful development of suburban estates depends 
ultimately on the revival of immigration. There has been 
a net exodus in the past four years; but it must be remem- 
bered that some 150,000 persons a year entered Argentina 
as immigrants in the ten years before 1914, and since the 
war Argentina has been a favourite country for Spaniards 
and others who have left their native countries to enter 
commercial concerns in Buenos Aires and other centres. 
With the revival in immigration, development of suburban 
properties should show much scope for capital profit. 

The same arguments also apply to urban properties, and 
although the supply may threaten to outstrip the demand at 
any given moment, a growing commercial life in a country 
whose population is increasing steadily by natural growth 
should dispel any fears about a permanent, or even semi- 
permanent, slump in such property. 

These are still overwhelmingly the principal forms of 
investment. But the last three or four years have seen a 
definite diversion of interest into other channels. The fall in 
grain and cattle prices was sufficient for the time being to 
take the profit out of agriculture and stock-raising, and, 
although some recovery has now taken place, the outlook 
is still obscure enough to discourage the investment of much 
new capital in the rural property market. Moreover, to 
assist the farmers who found themselves in difficulties owing 


THE CAPITAL MARKET 


to the unremunerative prices, a Mortgage Moratorium Law 
was passed in 1933 which limited the right of f 
and reduced the interest chargeable on mortgage loans to a 
maximum level of 6 per cent. This measure is in 
be temporary and is due to expire towards the end of 

The Stock Exchange appears to have gained what 
real estate market has lost, as the following table shows: — 


TURNOVER OF BuENos ArrEs StocK EXcHANGE 
(Nominal Value) 











Class of Security 1930 1931 1932 1933 | 1934 193 
; (In millions of pesos) 
National Government bonds 60-5 78-1 . 305-2* | 205-2 198-0 
City of B.A. bonds ............ 22-8 34-5 27-7 29-5 40-9 93.g¢ 
Prov. of B.A. Govt. bonds.... 56-3 34-7 21-7 27:7 | 191-8 | 278-50 
Nat. Mtge. Bank bonds ...... 319-0 | 278-8 | 211-3 198-4 | 232-8* | 199-4 
Bank of Prov. of B.A. Mtge. 

Bank bonds ..............+++. 79-8 64:1 45-4 68-0 47°4 95-4 
Shares of limited liability cos. | 33-1 30-0 11-6 17:1 24-7 20°6 
Total turnover of Stock Ex- 

ake on Annan tog a 605-0 | S46-2 | 423-1 | 672-1 | 802-6 | gag-9 























* Affected by conversion operations. 


Before 1931 even Government bonds had appealed to few 
outside the business community, but the revelation of the 
uncertainty of rural investment began to focus attention on 
the advantages of a guaranteed and regular income; and 
many whom patriotic motives induced to subscribe to the 
Government Patriotic Loan in 1933 were thereby making 
their first acquaintance with the security form of invest- 
ment. The result was that between 1932, when depression 
was at its deepest, and 1934, activity on the Buenos Aires 
Stock Market practically doubled. Moreover, during that 
period, mortgage bonds, which formerly accounted for 
some two-thirds of the total transactions on the market, 
became less actively dealt in and attention began to be 
concentrated on national, municipal and provincial securi- 
ties instead. The interest on the bonds (‘‘ Cédulas ”’) of 
the National Mortgage Bank is guaranteed by the Argentine 
Government, and the popularity of this security was thus 
based on its possessing the double guarantee of the nation 
and the land; but the fall in agricultural prices was so 
severe that it brought the value of the land guarantee into 
question, and many investors consequently came to prefer 
a straight Government bond. 

The increase in Stock Exchange activity, aided by a 
general fall in interest rates, made it possible for a series of 
conversion operations to be undertaken. Almost the entire 
Federal Government internal debt, consisting of $1,598 
million 6 per cent. and 5} per cent. issues, was converted 
in a single operation to a 5 per cent. interest basis at 
the end of 1933, and shortly afterwards a similar course 
was followed with all the outstanding 6 per cent. 
‘ Cédula ”’ issues. The year 1935 was more prolific still 
in conversions, the whole of the internal debt of the Pro- 
vince of Buenos Aires and of the City of Buenos Aires 
being dealt with in the course of the year. Two 
internal conversions undertaken during 1935 deserve 
special mention. Towards the end of the year the Pro- 
vinces of Entre Rios and Santiago del Estero offered their 
bondholders conversion into new bonds bearing a lower 
rate of interest in consideration of an improvement 
security, the latter taking the form of an irrevocable hyp 
thecation of monies due by the nation to the provinces i 
respect of Federal taxes. The arrangement was i me 
similar to that which formed the basis of the recent 
the Province of Buenos Aires to its external creditors. 

These operations will obviously tend to improve the pro 
vinces’ credit and by so doing should help to 
interest in security investment in general. And, indeed, : 
development of the Buenos Aires market is parti oo 
portant at this juncture, inasmuch as, until interna iocal 
lending is resumed, the power of absorption of the. of 


investing public must be the measure of the poss! 
Argentine Government financing. The second table shows 
the movements in average yields during the 
years : — 
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 Compananive Yreios ow Burwos Amus Stock Excuawos 








Dec. $1, | Dec. 31, | Dec. $1, | Dec. 
1990.'| 1691-"| 1992'"| 1999"'| tease’ | sass” 

mene % 
Argentine Government bonds o3 641 13 ote 5% se 
City of B.A. bonds ...-....--+- 6-64 7-37 8-00 7-49 | 6-82 | 5-73 
Province of B.A. bonds ...... 6-10 | 6-19 | 6-78 | 7-95 | 6-82 | 6-38 
National Mtge. Bank bonds.. | 6-24 6-60 7°10 6-20 5-99 8-25 
Bank of Prov. of B.A. Mtge. 

DON arsssssevseereecensensnees 6-15 | 6-52 | 6-74 | 6-30 | 6-00 | S-99 























From a glance at the first table, it will be seen that the 
yolume of share transactions has not shown the same 
resiliency as the bond market and, in spite of some recovery 
since 1932, is still a long way below its pre-crisis level. One 
of the consequences of the general predilection for real estate 
investment has been that commercial and industrial enter- 
prise in Argentina has always tended to remain in private 
hands, and the few quoted shares of joint-stock companies 
make a limited appeal. However, the latter-day restric- 
tion of Argentina’s export markets and her consequent 
inability to maintain the volume of her purchases abroad 
has led to a remarkable internal industrial expansion, 


who one his holdings well, and is 
investment as semi-permanent, stand 
attractive over-all income. 

_The future tendencies of investment in the Argentine 
difficult to foretell, since depend 
course, on outside factors. Admittedly, local industry has 
only grown up under the wing of high tariffs and currency 
depreciation, and could survive if that i 
were removed. But, as the experience of older countries 
has shown, it is easier to create vested interests than to 
destroy them, and for that reason, if for no other, it is idle 
to suppose that Argentine industry has not come to stay. 
On the other hand, as interest rates fall, so will land invest- 
ment tend to revive, a revival which would be accelerated 
if international tariff barriers were lowered and the world 
returned to freer trade; for Argentina possesses natural 
advantages in soil and climate which are denied to her 


principal competitors. 





ARGENTINA’S BANKING SYSTEM 


UNINTERRUPTED ties of amity and commerce have always 
existed between Argentina and Great Britain, and British 
capital and enterprise have contributed so largely to Argen- 
tina’s economic development that it is not surprising if 
the Argentine banking system has evidenced throughout 
its history close association with British financial influences. 
Indeed, the modern system of banking now so widespread 
throughout Argentina may reasonably be said to date from 
the establishment there of branches of British banks in the 
'sixties of last century. Moreover, it was to Great Britain 
that Argentina turned for expert advice upon the recent 
reforms of the banking system, and, following upon the 
Report drawn up by Sir Otto Niemeyer in April, 1933, a 
group of financial reconstruction measures—of which the 
Central Bank Bill was the nucleus—was adopted by the 
Argentine Government early in 1935 and the Central Bank 
actually established on May 3rst. 

These banking reforms have been so comprehensive that 
a survey of pre-existing conditions would serve little pur- 
pose. Suffice it to say that Argentine provincial banking 
was localised and unsettled until the formation in 1891 of 
the Banco de la Nacién Argentina, which thereafter 
assumed and honourably filled a position of great impor- 
tance, acting as the Government’s financial agent while at 
the same time establishing a wide network of branches 
throughout the Republic for the conduct of commercial 

ing business. The autonomous Argentine Conversion 
Office was founded in the ‘nineties, the main purpose of 
Which was to maintain the legal ratio between the theo- 
retical gold ‘‘ money of account ’”’ and the actually circu- 
lating paper currency. This ratio was fixed in 1899 at 44 
cents (gold) per 100 cents (paper). Convertibility on that 
basis was, however, suspended on several occasions, 
the last of which was in December, 1929. Finally, the 
Conversion Office was abolished in May, 1935, when 
its functions, assets and liabilities were taken over by the 
new Central Bank together with those of other sundry 
autonomous bodies, such as the Rediscount Committee and 
the Redemption Board, whose activities also appertained 
more properly to a central bank. The new bank also took 
over the Government deposits. 

Although in the past the Argentine banking system has 
not been above criticism, a remarkable degree of liquidity 
Was maintained during the depression years. One of the 
main points of criticism of the old currency regime—which 
naturally affected banking—was the lack of elasticity, and 
this, it is hoped and believed, will be obviated under the 
new central banking system. Argentina is essentially an 


agricultural and pastoral country, mainly dependent upon 
the marketing of primary products. The fluctuations both 
of the yield of the harvest and also of the prices obtainable 
for the crops are liable to cause considerable disturbance 
to the balance of payments and have on past occasions 
involved violent exchange fluctuations and a large outflow 
of gold from the Republic. Fortunately, at the time of 
the creation of the Central Bank, large immobilised gold 
reserves were held at the Caja de Conversién, and these 
now constitute the backing for the note circulation in the 
balance sheet of the Central Bank. The reserve in gold 
and foreign currencies at December 31st last against the 
note issue and sight liabilities combined had been as high as 
80.1r per cent.—the minimum legal ratio being 25 per 
cent. 

The new legislation is welcomed as likely to prove a 
stabilising influence. The Board of the Central Bank in- 
spires confidence, and there is every indication that the 
establishment of the new Institution augurs well for Argen- 
tina’s economy. In view of the difficult times through 
which the country has passed, in common with neighbour- 
ing Republics, it is not surprising that to some limited 
extent assets of certain of the national banks became frozen, 
and the new banking legislation incorporated ae for 
a specially organised Banks’ Investment Mobilising Insti- 
tute to mobilise such assets over a period. The initial step 
taken by the Institute in accordance with its objects was 
the creation in December last of a new bank in Buenos 
Aires, styled the Banco Espafiol del Rio de la Plata, to 
take over the more liquid assets of the former bank of the 
same name, the Banco El Hogar Argentino, Ernesto Torn- 
quist y Cia. and Banco Argentino Uruguayo, the assets 
not capable of immediate realisation being taken over by 
the eee nese Sanger’ feos 56 

The legislation y Congress early in 1935 com- 
prised five projects of law, all closely inter-related and 
covering (1) a Central Bank; (2) a new Banking Law (which 
gives the Central Bank a general oversight of the industry); 
(3) Creation of the Banks’ Investment st Institute; 
(4) Modifications in the Laws of the official banks—the 
Banco de la Nacién Argentina and the Banco Hipotecario 
Nacional; (5) Law of Organisation. The last-mentioned 
law created a committee of experts representing varied 
economic activities in an advisory capacity to the Govern- 
ment concerning all matters connected with the co-ordinated 
plan of action envisaged in this comprehensive scheme of 
financial and monetary reconstruction. This committee 
has worked with the Government and the directorate of the 
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Banks’ Investment Mobilising Institute in preparing plans 
for the latter’s operations, including the bank amalgama- 
tion mentioned above. 

It was pointed out that the laws constituted a homo- 
geneous group, and that the creation of a Central Bank 
would give unity to certain functions hitherto scattered, 
such as the care of the circulating medium, rediscount 
operations, and the regulation of the foreign exchange 
value of the national currency. The original capital 
of the Central Bank is 30 million pesos, of which the 
Government participation is 10 million pesos, an amount 
of 10 million pesos is divided amongst the existing banks— 
including the foreign banks—with a capital of not less than 
1 million pesos, in proportion to their a4 capital, the 
balance of 10 million pesos being held for allotment among 
any banking entities ultimately having a capital of over 
1 million pesos. 

Since December, 1929, when the convertibility of the cur- 
rency was suspended, the large gold stock—amounting at 
end-May, 1935, to 246,842,668 pesos (gold)—was immo- 
bilised so far as convertibility into notes was concerned. 
Under the new legislation, the transfer of the gold stocks of 
the Conversion Office to the new Central Bank—which now 
has sole charge of Argentina’s currency note circulation— 
was to be effected at a rate not exceeding 43,000 paper 
pesos per standard bar of fine gold. The valuation was 
actually effected at 42,512.3422 paper pesos, which, at a 
gold price of 142s. per ounce, is equivalent to 15 paper 
pesos per { paper. This, it will be noted, is the same as 
the present official buying exchange rate for sterling, 
thereby emphasising the link with the {. Thus, for the 
purpose of revaluing the gold reserve, the conversion ratio 
was lowered from 44 cents (gold) to 20.1773 cents (gold) 
per 100 cents (paper). Convertibility of the currency into 
gold, however, has not been restored, and when restoration 


February 8, 1998 
tually takes place the rate will accoansliil : ! 
even y P. e ra not 
same as that adopted for revaluing the gold reserye. ln 
addition to taking over the note circulation, the Cen 
Bank now acts as Government financial agent and adviser 
and it would appear that the ideals have been attained of 
Central — divorced from any Pecpeien in . 
commercial banking operations and free direct : a 
tical influence. . " 

The liquidity of the Argentine bankin em 
may be gauged from a comparison of the agora 
of the deposits, advances and discounts, and cash hold: 
of the Buenos Aires banks. This comparison is ag 


follows : — 
Dec., Dec., une, 
1933 1934 = pe 
(In millions of T pesos! 
DID  . ccapieunendagsehouniins 3,605 3,534 487 3 a 
Discounts and advances ... 3,099 3,073 2588 2496 
RRS. EF. Sisces Shikk che saat 793 615 759 = 853 


A modern banking clearing system is established in 

tina, which up to May last functioned through the Banco 
de la Nacién Argentina, but which has since been trans- 
ferred to the new Central Bank. 

From the above brief review, it will be seen that the 
former Finance Minister succeeded in passing through Con- 
gress, in a brief period, legislation designed to place the 
banking system of Argentina upon a modern and efficient 
basis. Moreover, it is clear that the new regime has been 
especially created to place Argentina in a position to 
adjust her financial policy and more especially the basis of 
her currency to the exigencies of the times. It is also offici- 
ally claimed that in the event of the definitive stabilisation 
of the leading currencies of the world on the basis of a 
return to convertibility into gold, Argentina will be ina 
strong position to introduce corresponding measures. 





AGRICULTURE AND STOCKBREEDING 


CEREALS and meat are the staples of Argentina’s export 
trade, and the foundations of her economic life. For many 
decades after she attained her independence, Argentina 
was largely a pastoral country, with small exports and a 
low state of economic development. It was only in the 
last quarter of the nineteenth century that the export of 
cereals began to increase with astonishing rapidity. Since 
that time, arable farming has been the chief industry of the 
country. Stockbreeding, it is true, had its own renaissance 
rather later, when developments in refrigeration led to an 
enormous growth in the exports of frozen, and later of 
chilled, beef. But stockbreeding has never overtaken the 
cultivation of cereals. Agriculture to-day accounts for 
more than half of the total exports of the country. The 
remainder is shared between the products of stock- 
breeding, mining and forestry. 

Although the greater part of Argentina is suitable for 
agriculture, barely a tenth of the total area is cultivated. 
The chief crops in order of importance are wheat, maize, 
linseed, oats, barley, rye, and potatoes. Lately cotton and 
tobacco have also been grown, but the cultivation of these 
is as yet in its infancy. The total area of the country under 
cultivation is about 27 million hectares (roughly, 67 million 
acres), of which nearly 18 million hectares are under wheat, 
linseed and maize. These figures can only be approximate, 
since, owing to the hazards of weather, the area sown, as 
well as production, fluctuates very considerably from year 
to year. 

Since the war there has been a steady increase in the 
area sown with the three chief crops, as is shown by the 
following figures : — 

(In hectares) 

Average Wheat _Linseed Maize Total 
1919-20 to 1923-24... 6,482,722 1,839,980 3,234,067 11,556,769 
1924-25 to 1928-29... 8,072,298 2,736,506 4,285,540 15,094,344 
1929-30 to 1933-34... 7,972,780 3,034,856 5,895,080 16,902,716 
1934-35 .........ec0000 7,613,000 3,279,000 7,028,870 17,920,870 
Estimate, 1935-36... 4,820,650 2,092,250 Not available yet. 


It will be observed that while the area sown with wheat 
has remained fairly stationary, there has been an enormous 
increase in the sowings of linseed and maize. The geo- 
graphical distribution of the different crops is determined 
according to sun, rain and temperature. Grain is grown 
in the provinces of Northern and Central Argentina and 
as far South as Chubut; but only the climate of the North 
and North-East is suitable for the cultivation of cotton, 
rice, sugar and tobacco. ; 

The Province of Buenos Aires is by far the most impor- 
tant in agricultural production, resources, population, and 
development. Next comes Santa Fé, Cérdoba, and Entre 
Rios. The last-named is the Mesopotamia of Argentina 
between the rivers Parand and Uruguay. Buenos Aires 
Province on an average produces nearly half the country s 
total wheat, about a quarter of its linseed, one-third of its 
maize, and nearly the whole of the oat crop. The more 
northerly climate of Santa Fé accounts for more than 4 
third of the linseed and maize and about an eighth part of 
the wheat. Cérdoba produces a third of the wheat, aD 
eighth of the linseed, and rather more than a fifth of - 
maize. The small province of Entre Rios, due North ¢ 
Buenos Aires, grows scarcely any wheat or maize a? 
mainly a linseed province, accounting for a fifth of - 
total. Some wheat and oats are also to be found further 
the South, in the Territory of La Pampa. is 

In Argentina the average yield of wheat per hectare : 
low, but increasing slowly; indeed, a much greater outpu 
could be achieved by more intensive cultivation. © 
the English yield as roo, the figure for Argentina 1S 
40, while that for Canada is 56. ‘ sane the 

The production in tons of the three chief crops since 
war has been as follows: — 


Total 
Ave Wheat _Linseed Maize 
1919-20 to 1923-24 5,485,338 1,277,813 5,680,452 12,49 52 
1924-25 to 1928-29 6,769,676 1,839,213 7,075,753 Teag gas 
1929-30 to 1933-34 6,213,733 1,741,527 7,743,785 90,025,000 
1934-35 .......e.0e 6,550,000 2,025,000 oe one 
1935-36* ........000. 3,920, 280, 
available 
* Estimated 
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It will be seen that the large increase in the total cereal 
uction in 1934-35 was due to a record maize crop. 
Prices showed a downward tendency in the years which 
followed the war, and there was a disastrous drop with the 
coming of the depression. The following are the average 
prices in pesos per 100 kilos in post-war years: — 


1919-23 1924-28 1929-33 
Wheat ee eeeereeeeeeee 15-26 12-39 7-25 
Linseed ....+ee+eees 21-68 17-60 13-24 
Maize ..-.ceeesereeee 8-35 8-09 5-28 


In December, 1933, prices fell as low as 4.95, 10.40 and 
3.80 pesos respectively per 100 kilos. As most agricultural 
fixed charges—railway freights, mortgages on land, etc.— 
still remained at a high level, these prices hardly covered 
cost of production. Thus the situation became most diffi- 
cult for Argentine farmers. 

In that month the Argentine peso was devalued by 16.6 
percent. Simultaneously, the Grain Regulating Board was 
created; and at the same time minimum prices were fixed 
at 5.75 pesos for wheat; 4.40 pesos for maize; and 11.50 

tor linseed. Except for wheat, prices almost imme- 
diately rose above the minimum. In December, 1935, 
owing to the very poor wheat and linseed harvests, the 
Government decided to raise minimum prices for these two 
grains to 10 pesos and 14 pesos respectively. 

The cultivation of cereals is very largely an export trade. 
In the five years ended June, 1934, Argentina exported 
practically two-thirds of her wheat, nearly all her linseed, 
and five-sevenths of her maize. Great Britain is by far 
the most important market for Argentine cereals. In 1934 
she took nearly half the total wheat exports. Brazil and 
Belgium come next. In maize Great Britain took about 
half, being followed by Holland and Belgium. The distri- 
bution of linseed exports is more even, and France, 
Germany, the United States and Holland are large buyers. 
Oats went chiefly to Belgium, Italy and the United States; 
and barley to the United Kingdom, Belgium, Germany and 
the Netherlands. 

The grain-growing regions are connected with the three 
great ports of Buenos Aires, Rosario, and Bahia Blanca by 
a complicated network of railways, the province of Buenos 
Aires being especially well served in this respect. Nearly 
all Argentine wheat is shipped from Rosario and Bahia 
Blanca, and to a lesser extent from Buenos Aires. Linseed 
is loaded at Rosario, Buenos Aires and the port of Santa Fé. 
Maize goes from Rosario, Buenos Aires and San Nicolas; 
oats from Bahia Blanca and to a much lesser extent from 
Buenos Aires and La Plata; rye and barley chiefly from 
Bahia Blanca, but also from Rosario and Buenos Aires. 

Just as agriculture nowadays tends to increase at the 
expense of cattle-raising, so the latter formerly replaced 
sheep-breeding. Before the discovery of the freezing pro- 
cess in 1875, Argentina’s chief occupation was sheep-breed- 
ing. But thereafter the number of sheep in the country 
fell from 74,379,562 in 1895 to 43,225,452 in 1914. In 
1930, the year of the last national livestock census, it was 
44,413,221. The number of cattle, on the other hand, rose, 
in round numbers, from 22 million in 1895 to 26 million in 
1914 and to 32 million in 1930. While formerly sheep- 
breeding was carried on in the more thickly-populated pro- 
vinces of Buenos Aires, Entre Rios, Cérdoba and Santa Fé, 
these are now being given over to agriculture and cattle- 
raising, and sheep-breeding is moving more and more to 
the Soufhern regions of Patagonia and Tierra del Fuego. 
The number of sheep is also increasing in the north-eastern 
Province of Corrientes. 

Cattle-raising is carried on in nearly all parts of the 
country, but the best cattle are found in the provinces of 
Buenos Aires, Entre Rios, Santa Fé, and the South of Cér- 





1934, compared with only 153,208 in a I i 
Sollvolag Sguier tl livestock sla iieide wens 
show the relative of the home and foreign mar- 
kets for Argentine meat: — 
Cattle Shee Pigs 
For export ..........0. 1,794 3,506, f 
Local consumption ... 4'208'098 3.308740 957529 
6,002,377 6,425,544 1,382,819 


In 1934 Argentina exported 349,644 tons of chilled beef, 
against only 31,585 tons of frozen beef, and 48,492 tons of 
frozen mutton. Nearly all her chilled beef expo go to 
Great Britain: in the first eleven months of 1935 Argentina 
exported 314,828 tons of chilled beef, and of this 314,218 
tons went to Great Britain. Argentine wool is exported 
mainly to Great Britain, Germany, the United States, 
France and Italy. Most of the chilled beef is exported 
through the ports of Buenos Aires and La Plata, while 
wool passes mainly through Buenos Aires. 

Cereals and stockbreeding together form much the 
largest part of Argentina’s rural economy. But several 
smaller crops are developing. It may be mentioned, for 
example, that some 6 million hectares of land are under 
alfalfa, which is-used locally for pasturage. In recent 
years, and largely as a result of the universal depression, 
there has been a pronounced movement towards develo 
ing other sources of agricultural wealth. Experiments in 
cotton-growing were carried out by the Ministry of Agri- 
culture some years ago, and gave excellent results. All the 
Northern regions of Argentina are reported to be suitable 
for cotton cultivation. The increase in cotton-growing has 
been very rapid in recent years, and 286,147 hectares were 
sown in 1934-35, aS against 195,000 hectares in 1933-34. 
About three-quarters of the total is grown in the territory 
of the (Argentine) Chaco, and the rest in the Provinces of 
Corrientes and Santiago del Estero. 

There has been also a remarkable increase in the cultiva- 
tion of tobacco. Most of this crop is grown in the Pro- 
vinces of Corrientes, Misiones, and Salta. The area sown 
increased from 12,084 hectares in 1933-34 to 21,589 hectares 
in 1934-35, while tobacco-growers rose in number from 
6,975 to 12,506. 

Like all essentially agricultural and pastoral countries, 
Argentina’s prosperity depends chiefly upon the weather. 
Droughts, locusts, late frost and—to a lesser extent—rust 
are the chief dangers. Owing to the length of the 
country, which extends from the Tropics nearly to the 
Antarctic regions, it is rare, if ever, that the entire Republic 
is simultaneously stricken by drought. In 1935, for in- 
stance, no appreciable amount of rain fell for eight months 
in the Provinces of Santa Fé, Cérdoba and Entre Rios, and 
in August not a blade of grass was to be seen for hundreds 
of miles; but in Buenos Aires crop pros are only 
slightly below normal. In the dry zones of the West and 
North-West nearly all farming is done by irrigation. _ 

Argentina has all the ideal characteristics of en agricul- 
tural country—fertile soil, cheap labour, and a_well- 
distributed rainfall. For although she has her good and 
bad years, disastrous floods and droughts are less pre- 
valent than in other cereal countries. The chief ills of the 
country are under-population, the tendency of the existing 
population to live in a small corner of the country, and 
excessive specialisation. There is evidence that at least the 
last weakness is being remedied. 





ARGENTINE 


IN spite of her lack of coal and iron, Argentina has made 
herself the most industrialised country in South America, 
with the sole exception of Brazil. The largest industries are 
naturally those connected with the primary products of the 
country. Thus, meat packing, flour milling, sugar refining, 
the Production of wine, the extraction of quebracho, tan- 
ning, brewing and baking are all large and long-established 


INDUSTRY 


industries. Meat packing is perhaps the largest industry in 
the country, with home milling in the second place; and both 
have developed as the complements to the two main 
constituents of Argentina’s export trade, livestock products 
and grain. But it must not be thought that Argentine in- 
dustry is entirely subsidiary to her exports of primary 
products, for there is a large and growing array of industries 
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which cater for the requirements of the domestic population. 
Among these, the iron and steel industry may be men- 
tioned, as well as the manufacture of glass, jute, paper, 
vinegar, varnishes, paints, electrical a tus and leather 
goods. The consumer is served by the domestic production 
of boots, soap, hats, furniture, preserved foods and 
confectionery. 

It is, unfortunately, impossible to quote precise figures 
of the progress made by Argentine industry in its various 
branches. An industrial census was taken on October 31, 
1935, but its results are naturally not yet available, and 
it was the first census of the kind to be taken since the war. 

Argentine industry made considerable progress during 
the war, when it became difficult, and sometimes impossible, 
to import goods normally purchased abroad, many of 
which were ordinary necessities of life. But after the cessa- 
tion of hostilities there was a severe setback as foreign 
exporters returned to the Argentine market. Home pro- 
duction declined and many new industries went into 
liquidation, and throughout the ‘twenties Argentine in- 
dustry made slow progress. But with the coming of the 
world depression in 1930, almost every foreign country, not 
excluding Britain, reduced their purchases of Argentine 
meat and cereals. The depreciation of the peso after 
December, 1929, and the imposition of an additional 
Customs duty of 10 per cent. for purely revenue purposes, 
had the effect of raising the price of imported goods. 
These measures had the effect of producing a new industrial 
revival, which has continued steadily since. The protec- 
tion originally granted was later accentuated by the foreign 
exchange contro] measures, in particular by the allotment 
of foreign currency to each country according to its pur- 
chases of Argentine products, and by the further devalua- 
tion of the Argentine peso in December, 1933. 

One indication of the increased importance of Argentine 
industry is that the population engaged in this form of 
activity was shown by the last industrial census in 1914 to 
be 1,246,000, while in 1933 it was estimated at 2,156,000. 
In the same period the numbers engaged in agriculture and 
stockbreeding only rose from 880,000 to 1,137,000 persons. 
Recently a private census was taken of the textile industry. 
This revealed that, while in 1930 there were scarcely 60,000 
cotton spindles in the country, there were in 1935 20 estab- 
lishments with 200,000 spindles working and 100,000 more 
being installed. The production of cotton yarns in 1934 was 
roughly 12 million kilograms, and for 1935 is estimated at 
18 million. There are 25 weaving establishments, with 
3,200 looms and an output of approximately 11 million 
kilos. Imports of cotton yarn are shrinking in consequence 
of this development of the domestic industry. In 1933 
Argentina imported 9,217,534 kilograms of cotton yarn 
and in 1934 only 7,853,368 kilograms. The growth of 
the woollen textile industry is similar. The production of 
woollen piece-goods is roughly 12 million kilograms, which 
is sufficient to supply 85 per cent. of the national require- 
ments. Taking weaving and spinning firms together, there 
are about 75 factories. For silk piece-goods there are 73 
large factories, with 1,600 looms and 200 small auxiliary 
factories with 1,100 looms, working generally in two eight- 
hour shifts. This industry has only existed about ten years, 
and in that time has made rapid progress. 

The capacity of the national paper and cardboard indus- 
try has increased by more than 50 per cent. in the last four 
years. In 1934 there were 21 of these factories, against 
only 13 in 1931. In the same period production rose from 
47 million pesos to more than 60 millions, and the staff 
employed from 2,100 to 3,500. Argentina consumes more 
paper than all the other states of South America combined, 
but the domestic industry produced in 1934 about 30 per 
cent. of the national requirements. In this connection it 
may be worthy of mention that in Argentina there are 3,338 
periodicals in existence, of which 1,676 are reviews. The 
seven chief dailies have an average circulation of over 
200,000 copies. 

The Ministry of Agriculture recently issued a statement 
showing that the Argentine motor-tyre industry has prac- 
tically ousted the imported article. Imports of tyres fell 
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from 5,523,723 kilos. in 1930 to 15901512 : 
and to 444,950 kilos. in the first of 1935. im 
inner tubes showed a similar drop, being 711,896 & 
1930, 123,184 kilos. in 1934, and no more thapoat 
kilos. in the first six months of 1935. The develonm 
the rubber goods industry as a whole is shown by the 
that imports of rubber articles were more than twice ass 
in 1928 and 1929 as in 1934, while imports of raw ru 
on the other hand, rose four-fold. Bris: 
Among the non-ferrous metal industries, lead holds 4 
place. In 1930 6,400 tons were imported, but’ in num 
years this has gradually all but disappeared, only ow 
sional quantities coming in free of duty. In 1929 rex 
tine production of lead amounted to 9,000 tons, fisin 
12,100 tons in 1933. Tin has recently been discoy 
Argentina, a deposit having been found in 1933 at, 
Pampa in the province of Jujuy. The present product 
of Argentine tin is estimated to be about 600 tong: 
annum, but it is expected that this will be increased ; 
fold within a few years. Cement is another produc 
importation of which is falling rapidly. In 1927 Arg 
produced 200,875 tons and imported 415,884 tons; but | fa. 
1934 her production had increased to 567,000 tons and ig 
ports had dropped to 46,103 tons. In 1934 cement way 
produced to the value of 18 million pesos, and the indusiy 
provided work for 2,270 men. There is an agitation in 
Argentina for the total elimination of cement imports by 
means of an import duty. Among other new : 
dustries is that of tomato paste. There are now 4 
factories operating at Mendoza, Rio Negro and ; 
Prior to 1930 all tomato paste was imported. In that year 


imports amounted to 15 million kilograms, while in a 






















































only 149,000 kilograms were imported. In fact, 
has even made some experimental shipments of : 
duct to other countries, with encouraging results. 
are 40 factories operating employing more than 3,000 per 
sons. A similar increase in the national production is 
shown in edible oils. While in the years 1923 to 1926 two 
thirds of the national consumption was imported, pw 
portion of the foreign product had fallen to on by 
1934. 2 
"in contrast to the favourable trend of the industries men- 
tioned, those of sugar and wine have been singularly dis 
appointing. The sugar industry reached its zenith in 
when consumption was 385,000 tons, or 33.6 kilos. pet 
inhabitant. The corresponding figures for 1934 at 
366,000 tons and 30.2 kilos. per inhabitant. The 
Argentine wine industry has suffered from ove 
production, and the Wine Board recently offered compen 
sation to all wine growers who allowed a large enough pre 
portion of their vineyards to go out of cultivation im 
to bring about a decrease of production amounting to one 
million hectolitres. This decision has been cn 
some quarters as economically unsound. The co 
of wine per inhabitant fell from an average of 56.2 
per inhabitant in the years 1926-29 to 35.3 In 1932, 
there was a recovery to 45.8 litres in 1934. ale 
There has been a steady increase in recent years mm the 
output of Argentine petroleum, though this is much mom 
noticeable in the privately-owned oilfields than in those of 
the State concern, the Y.P.F. In 1928 1,312,000 er 
produced in the country, and 1,517,405 imported, while 
1934 2,008,000 tons were produced by Argentina, and only 
1,177,017 tons imported. ; 
It will be seen foes this brief review that industry” 
Argentina has been passing through a period of ps 
development. The chief industries are still naturally ke 
which find either their raw materials or their market mes 
at hand. Argentina is still a long way from being S 
exporter of manufactures or even self-sufficient, but than 
dependence upon imports is already very much less ta 
as recently as five years ago. The wisdom of this 
ment is perhaps open to doubt, and it is in any case cleat 
cussed elsewhere in this Supplement. But it is at least this 
from some of the figures that have been q 
article that enterprise and energy have not been eae 
either in Governmental or in private circles, in | 


Argentine industry. nabs 
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